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Key events 


August 2001 Launch of the 2001-2002 television season, featuring 
several new shows, including major successes such as Les Poupées 
russes, Cauchemar d'amour and Je regarde moi non plus. 


September 2001 North American launch of the film Le Fabuleux 
destin d'Amélie Poulain at the Montréal World Film Festival. 


January 2002 Results of the fall 2001 BBM viewer ratings surveys 
are announced: TVA remains the leader in its market with a 35% 
audience share and seven out of the ten best-watched programs. 


February 2002 Appointment of Raynald Briére as President and 
Chief Executive Officer of TVA Group. 


March 2002 Creation of TVA Films, with a mandate to manage the 
TVA International rights catalogue. 


TVA wins ten Artis trophies at the Gala MetroStar, including 
honours for Fortier, Arcand, Le Grand blond avec un show sournois and 
Les Saisons de Clodine. 


May 2002 Acquisition of the assets and operations of Publicor 
magazines, which are then integrated within TVA Publishing. 


August 2002 Launch of the 2002-2003 television season, with 
several new shows including Annie et ses hommes and Cameéra café. 


Sophie Thibault is appointed TVA Network's late-night news 
anchor, the first woman ever to hold this role for a major Québec 
network. 


September 2002 TVA announces the acquisition of six AM radio 
Stations, including CKAC of Montréal, and an FM station, CFOM 
of Québec City. The Canadian Radio-television and Telecom- 
munications Commission (CRTC) is expected to announce in 
early summer 2003 whether it will approve the transaction. 


October 2002 TVA wins four “Gold Ribbon” awards for the quali- 
ty of its television shows Le Grand blond avec un show sournois, Fortier, 
J.E. and the Téléthon Opération Enfant Soleil 


November 2002 Launch of the new magazine Recevoir, devoted to 
the art of living and entertaining guests in the home. 


December 2002 TVA Films launches the Canadian distribution of 
the film The Pianist. 


January 2003 In the fall 2002 BBM viewer ratings surveys, TVA 
increases its market share to 36%, has eight of the ten best- 
watched programs and markedly improves its news and informa- 
tion ratings. 


succeed 


T., Group Inc., founded in 1961 under the name 
Télé-Métropole Corporation, is an integrated commu- 
nications company with operations in television, 
magazine editing and publishing and the distribution 
of audiovisual content. 


TVA is the largest private-sector producer and broad- 
caster of French-language entertainment, news and 
public affairs programming in North America. TVA 
owns six of the ten stations comprising the TVA 
Network, namely: CFTM-TV (Montréal), CFCM-TV 
(Québec City), CFER-TV (Rimouski), CHLT-TV 
(Sherbrooke), CHEM-TV (Trois-Rivieres) and CJPM-TV 
(Saguenay). The four remaining TVA Network affiliated 
stations are: CFEM-TV (Rouyn), CHOT-TV (Hull), 
CHAU-TV (Carleton) and CIMT-TV (Riviere-du-Loup). 
The latter two stations are owned by Télé Inter-Rives 
Ltée, in which TVA has a 45% interest. The TVA 
Network signal reaches nearly the entire French- 
speaking audience in the Province of Québec and a 
significant portion of French-speaking viewers in the 
rest of Canada. TVA also holds interests in analogue 
specialty channels such as Le Canal Nouvelles (LCN) 
(100%) and Canal Evasion (8%), in Category | and 
Category 2 digital specialty channels (five in English 
and five in French), and in the Canal Indigo 
pay-per-view channel (20%). TVA is also active in the 
merchandising of various products and in infomercials. 


TVA is also active in the publishing sector through its 
subsidiaries TVA Publishing Inc. and TVA Publishing II 
Inc. (TVA Publishing), whose weekly and monthly 
general-interest and entertainment magazines make 


it the leading French-language magazine publisher in 
Québec. 
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Financial highlights 2002 2001 
(in thousands of dollars, except for amounts pertaining to shares) (16 months ) (12 months) 
Operating revenues S 439,194 S 344,652 
Operating income before depreciation, amortization, 

financing expenses and other items 107,617 70,550 
Net income before non-recurring items 65,597 24,462 
Net income (loss) 63,201 (121,362) 
Cash flows provided by current operations 84,563 16,362 
Total assets 432,336 408,870 
Long term debt 51,220 53,875 
Shareholders’ equity S 218,628 S 169,097 
Net income before non-recurring items per share S 1.91 S OO” 
Net income (loss) per share Ss 1.84 3 (8.55) 
Cash flows provided by current operations per share §$ 2.46 S O48 
Book value per share S 6.45 5S Agi 
Debt ratio 19% 24% 
Weighted average number of shares 

outstanding (in thousands) 34,336 34,215 
Number of shares outstanding (in thousands) 33,873 34,429 


STOCK PRICE - TVA.B (TSX) 


High $17.15 S415 
Low S 8.07 5 1205 
Close S 13.95 S 13.30 
NUMBER OF FULL-TIME EMPLOYEES 
(TVA Group and its 100% subsidiaries) 1,232 F150 


NUMBER OF SHARES Total Quebecor Media Inc. shareholding 
as at December 31, 2002 (in thousands) 

Class A shares (with voting rights) 4,320 4,316 99.9% 
Class B shares (without voting rights) 29,553 7,911 26.8% 
TOTAL 33,873 12,227 36.1% 


+ 


— - Message 
to shareholders 


es Raynald Briere 


President 
. and Chief Executive Officer 


iscal 2002 was an exceptional year for TVA Group, because it 
covered a period of 16 months following the change in the fiscal 
year-end announced in September 2001; but mainly because it 
marked a defining moment in our development. It was, in fact, 
early in the year that the trusteeship imposed by the Canadian 
Radio-television and Telecommunications Commission (CRTC) 
ended and Quebecor Media (QMI) finally became TVA Group's 
controlling shareholder. The fiscal year got off to a difficult start 
with the events of September 11, 2001, which shook the economy 
and put downward pressure.on_ advertising revenues. But-in the 
face of this we did not remain immobile: the acquisition of 
Publicor’s magazines, tight control over costs, powerful television 
programming, the creation of TVA Films and a recovery of the 
advertising market all helped us achieve some of the industry's 
best financial results. 


Building on the strength brought by its new shareholder and 
on a renewed management team, TVA Group had an outstanding 
year from all standpoints. We are better-placed than ever to 
fulfil our mission of being a leader in the creation, production, 
broadcasting and integration of quality entertainment and 
information content. \ 


An enviable financial situation 


TVA Group derives its revenues essentially from advertising. 
Although the year had a difficult beginning following the events 
of 9/11, the situation later turned around. Our excellent audience 
ratings and our magazine integration strategy helped us signifi- 
cantly reduce the impact of these sad incidents. 


TVAs consolidated operating revenues for the 16-month year 
ended December 31, 2002, were $439.2 million; for the 12-month 
period ended the same date, they were $323.4 million, compared 
with $322.3 million for the corresponding period of the previous 
year. The Company also generated consolidated operating income 
of $107.6 million for its 16-month fiscal year, $78.9 million of 
which was attributable to the final 12 months, compared with 
$70.6 million for the same prior-year period, an 11.8% improve- 
ment. 


Because of cash flows generated by our operations, we attained 
our profitability objectives, while at the same time reducing our 
debt level. 


Our total net debt stood at $57.8 million at December 31, 2002, 
compared with $86.5 million at August 26, 2001, and we expect to 
continue. reducing it in 2003. We are in a very strong financial 
situation that gives us the flexibility we need to continue growing 
by taking advantage of opportunities that may arise. 


A-unique position in our main markets 


TVA.Group’s position in Québec’s media arena is unique and its 
television and magazines are its undisputed market leaders. Our 
sales and creative teams are doing remarkable work. Their efforts 
are supported by a marketing strategy that is based on a firm- 
price policy and on using Quebecor Media's strength in the 
marketplace. We are the preferred medium of advertisers who 
want to reach the largest number of consumers in the different 
target groups. 


Television 


Despite the fragmentation caused by the arrival of the specialty 
channels and the burgeoning of options for consumers, viewing 
hours for general-interest television increased in the fall of 2002 
following a downward trend that lasted more than three years. It 
was the TVA Network that benefited the most from this situation, 
maintaining an average audience share of 36%, a unique 
performance in the North American television industry. It goes 
without saying that this result positions us far ahead of our 
competitors. 


In fiscal 2002, we succeeded in increasing our television advertising 
revenues as a result of these audience ratings and higher advertising 
rates, as well as strict management of our inventory. We were well 
placed to benefit from the recovery of the advertising market, espe- 
cially in the latter months of the fiscal year. We are also well-posi- 
tioned for the future. 


Our shows are immensely popular. We remain constantly abreast 
of new consumer trends, while staying the course in terms of 
popular content and quality. During 2002, we meticulously pre- 
pared the February 2003 launch of the popular series Star Académie, 
the first major “reality show” ever produced and broadcast in our 
market. Our television unites viewers and is built on a long tradi- 
tion of success with our audiences. 


Our creators are skilled and imaginative. Most of all, they have an 
extensive knowledge of the viewing audience and its expectations. 
This strategy is being reflected, more than ever, in popular 
programming and shows with which our viewers can identify. This 
sense of belonging among viewers is illustrated by the fact that 
eight of the 10 most popular shows on French-language television 
are broadcast by TVA, and fully 23 of the 30 best-watched programs 
are on TVA. 


Specialty and digital television 


We increased our presence in the specialty television market 
during 2002. In the latest BBM audience ratings survey, LCN, the 
market's only all-news channel, experienced exceptional growth 
of 20% in viewing hours in the 18-49-year-old target market, an 
audience that is highly prized by advertisers. Nearly two million 
viewers tune in to the news on LCN every week. 


We also made our first incursion into the English-language 
specialty television market when we launched two new channels 
in partnership with CanWest Global: mentv and Mystery. Digital 
television has already arrived on our screens and will occupy an 
increasing place in coming years. In both the English and 
French-language markets, we hold licences that allow us to play 
an active role in this new television sector. 


Digital television is provoking a multitude of significant changes in 
viewers’ consuming habits. It also offers growth opportunities 
through the broadcasting of content in several forms, in addition 
to encouraging convergence with the Internet. Television is 
increasingly interacting with consumers. We are already broad- 
casting shows on Vidéotron’s Illico platform, which is based on live 
viewer participation in games, voting, opinions, contests, etc. 
Certainly, much remains to be done in this field, but we believe 
that television is evolving in this direction. Because of our 
connections with Quebecor Media and our unique expertise in the 
development of original content, TVA Group is in the best position 
to benefit from this growth opportunity. 


Magazines — a successful integration 


On May 16, 2002, we acquired Publicor's magazines, up until then 
owned by Quebecor Media. In less than 100 days, we achieved our 
goal of totally integrating these publications. Our employees, all 
working under the same roof, brought their enthusiasm and skills 
to the integration project. TVA Publishing now has 43 titles that are 
well-established in their respective markets and reach nearly 60% 
of Québec magazine readers. The management of TVA Publishing 
has already begun a revamping of each magazine's content. Other 
magazines are being developed for the coming year in an effort to 
capture even more of the publishing market. 


Our strategy is aimed at growing advertising sales volume in 
future years and at benefiting from the links with television in 
order to utilize popular brands. Projects to integrate magazines 
with television shows are now under way. The significant 
increase in advertising revenues in this sector last year demon- 
strates the effectiveness of our strategy. 


Radio — the next step for TVA 


Following the last Annual General Meeting of TVA Group share- 
holders, we indicated our intention of being open to business 
opportunities in the radio sector. In our opinion, this medium is 
the natural extension of television and magazine content 
development. 


On September 3, 2002, TVA Group (60%), in partnership with 
Radio-Nord Communications inc. (40%), acquired the stations 
belonging to RadioMédia, as well as CFOM-FM, for a considera- 
tion of $12.75 million in cash. Our strategy is to group the stations 
into a network, improve their competitiveness, develop a strong 
brand, and maximize synergies with our television stations, 
particularly in the regions. Because of the fact that there are so 
many owners on the playing field, AM radio has suffered signifi- 
cantly from a lack of consistency, means and interest. TVA Group 
has the benefit of both the expertise and the experience of its 
managers, many of whom have numerous years of service in the 
radio industry. Membership in the Quebecor Media family is a 
definite asset for this recovery. 


In February 2003, the CRTC held hearings to analyze the transac- 
tion and to hear applications for new FM stations to be estab- 
lished in the market. We took a very active part in these hearings. 
In addition to the discussions on the acquisition of RadioMédia 
and CFOM-FM, TVA Group submitted applications for FM stations 
in three markets, including Montréal. The CRTC is expected to 
announce its decisions early this summer. 


Distribution — TVA Films 


TVA Films was created during the year, to continue productively 
managing TVA International's large rights catalogue, following the 
rationalization of the latter's operations. This entity is smaller 
than its competitors in the marketplace, but it has the benefit of 
synergies with TVA Group's properties and of a flexible, lower-cost 
organizational structure. 


By signing partnership agreements with Christal Films 
Distribution inc. for the French-language market and with Lions 
Gate Films Corp. for the English-language market, TVA Films 
shares fixed costs for handling, promotion and rental with its two 
partners. 


In its first year of operation, TVA Films is distributing successful 
films, including Roman Polanski’s The Pianist, Le Fabuleux destin 
d'Ameélie Poulain and several others. TVA Films is also the distributor 
for several promising Canadian Films. 


Maintaining our partnership with our employees 


A large part of TVA Group's success relies on the competence and 
loyalty of its employees, artists and creators, as well as on its celebri- 
ties, who together are responsible for the fact that its television and 
magazine products maintain their vast popularity in the market. 


Creation is the key to our success and its constancy is closely 
linked to innovation and understanding of the consumer. 


Despite the areas of turbulence in the markets, our employees 
remained passionately focused on production and broadcasting of 
popular, high-quality content. Our managers turned in extraordi- 
nary performances during the year and made an immeasurable 
contribution to TVA Group's accomplishments. During fiscal 2002, 
we signed collective agreements with all of the union locals at our 
regional television stations. These agreements, beneficial for our 
employees, give us the flexibility we need today to face the chal- 
lenges of market fragmentation. 


In order to contend with the new realities of the television market, 
we also completed an early-retirement program which resulted in 
a reduction of nearly 4% of our staff, while at the same time we 
were able to maintain our programming production capacity. 
Fiscal 2003 will be a significant year because we will be continuing 
negotiations with our Montréal union. As with the negotiations 
that ended in 2002, we are hoping to establish new foundations in 
our relations with our employees. As such, the new collective 
agreements must reflect the economic and regulatory climates in 
which we are operating, while respecting both our values and our 
employees. 


A renewed management team, ready to face the 
challenges of 2003 


There will be many challenges ahead, not the least of which is 
market fragmentation. In addition to its excellent financial 
situation, its low debt level and its membership in the Quebecor 
Media family, with its impressive infrastructure in the Canadian 
market, TVA Group is positioned to take advantage of growth 
opportunities and improve its profit margins. 


The management team, renewed during the past year, is one of 
the most experienced in the entire industry. Its knowledge of the 
marketplace, its expertise and its enthusiasm are undeniable 
assets for facing the challenges of the coming years. The game 
plan is clear: to build on good-quality, popular content that 
pleases audiences and advertisers who want to reach a broad 
public. TVA’s general-interest television unites viewers and is an 
exclusive advertising vehicle. 


LCN, our all-news channel, provides a unique service that is 
sought-after by advertisers. Its profit margins and its popularity 
have grown constantly since its launch in September 1997. We 
also believe that digital television will open up attractive busi- 
ness opportunities for us in the near future. 


Our magazines will continue to generate significant profit 
margins through growth in advertising revenues and new-product 
launches. TVA Films should contribute to TVA Group's profitability 
starting in 2003. If the CRTC gives its approval, moving into the 
Radio sector will constitute a new challenge, one that the manage- 
ment team is prepared to embark upon. 


Thanks 


We would like to take this opportunity to thank the members of our 
Board of Directors for their generosity and professionalism during 
the turnaround period of the past two years, and for taking an 
active part in the implementation of the Company's strategic plan. 


ee, 


Raynald Briere 


President 
and Chief Executive Officer 


Jean Neveu 
Chairman of the Board 


Management Committee 


(from left to right) 

Claire Syril, Senior Vice-President and General Manager, TVA Publishing 
René Bourdages, Senior Vice-President, Broadcasting and Operations 
Pierre Lampron, President, TVA Films 

Paul Buron, Senior Vice-President and Chief Financial Officer 

Reneault Poliquin, Vice-President, Sales 


Pierre-Luc Bourget, General Manager, Sales, TVA Publishing 
Héléne Fleury, Editorial Director, Magazine 7 jours 
Michel Grégoire, Vice-President, Finance and Administration, TVA Publishing 
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Richard Renaud, General Manager, CFCM and Regional Stations 

Sophie Pellerin, Vice-President, Programming 

Luc Sauvageau, Vice-President, Operations 

Serge Bellerose, Vice-President, Specialty Channels, Corporate Affairs and Regional Stations 
Jean Yves Hinse, Vice-President, Human Resources 

Philippe Lapointe, Vice-President, Information and Public Affairs 
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Marie-Claude Poulin, Executive Vice-President, TVA Films 
John Fulton, Executive Director, TVA Films 
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The best in television 
TVA continues to lead the way 


I, is no accident that the TVA Network has enjoyed unrivalled 
success for many decades. Supported by a strong brand name, the 
stations in the network covering virtually the entire French- 
language market broadcast original, popular and quality programs 
—each and every day. 


It is a proven recipe, occasionally imitated but never equalled. 
TVA’s artists, creators and professionals remain loyal to the tradi- 
tion established by founder J.A. De Séve, who in February 1961 
proposed television that is both unifying and close to its audience. 


Information — new to TVA 


TVAs leadership position in news and public 
affairs was further confirmed during the past 
year. After the tragic events of September 11, 
2001, we invested to increase our program- 
ming hours by turning the 5 p.m. to 7 p.m. 
period into a solid block of information. The 
new team formed by Claude Charron and 
Pierre Bruneau brings a unique depth and 
credibility much appreciated by our viewers. 
At 6 p.m., Pierre Bruneau retains his status 
as the most popular news anchor in Québec, 
with more than one million viewers — far 
ahead of the competition. 


In late-night news, TVA again innovated by 
naming Sophie Thibault to the helm of the 
TVA Réseau at 10 p.m., making her the first 
woman prime-time news anchor. With her 
considerable energy, experience, credibility 
and passion for news, she has quickly given 
a boost to this major late-evening news 
rendez-vous. 


More than 40 years later, the founder's 
dream remains intact 


TVA broadcasts programs whose popularity 
never diminishes. Eight of the ten best- 
watched shows in Québec are broadcast by 
TVA; twenty-three of the thirty most popular 
programs air on the TVA Network. 


TVA is Number One across the board: 
Number One for its dramas and comedies; 
Number One for its news and public affairs, 
morning, afternoon and evening. 


TVAs market share remains above 35% 
despite the proliferation of digital and spe- 
cialized stations and competition from heav- 
ily subsidized public television. 


TVA offers advertisers the most effective and 
direct way to reach consumers. 


Production 


JPL Production, TVA’s production subsidiary, 
produced approximately 1,400 hours of 
programming for our stations during the 
past year, including the popular morning 
show Salut, Bonjour! as well as the drama 
Les Poupées russes, one of the most popular in 
Québec. The skills, talents and passion of 
JPLis creators and of all TVA employees are 
widely recognized and we are proud to be 
able to count on these assets. 


Major rendez-vous 


TVA continues to innovate in programming 
to meet the challenges of a fragmented tele- 
vision market. We are focusing on the broad- 
casting and production of special shows and 
these enjoyed considerable success with the 
viewing public and advertisers alike during 
the past year. 


Sophie Thibault 
Anchor 


Guy Mongrain 
Host 


The people involved in this feve affaln 


between TVA. 


recipe that is both si Ble and efficie 


Not only do advertisers benefit from the 
strong viewership that such shows attract, 
but we have increased possibilities for 
commercial integration, providing them 
with a broader advertising platform. 


These programs come in different for- 
mats: gala, comedy, blockbuster films, 
etc. They have the advantage of show 
casing the advertisers along with the 
performers. They also enable advertisers 
to benefit from complementary media, 
including the Group’s magazines. 


Specialty television 


LCN, our all-news channel, continued to 
gain ground. LCN responds perfectly to 
the needs of a growing portion of the 
public that wants news throughout the 
day and night. With its 15-minute blocks 
of news, sports and weather, updated ona 
regular basis, LCN today reaches some 
two million viewers every week. 


LCN’s growing popularity resulted in a 
37% increase in advertising revenues 
during the 12-month period ending 
December 31, 2002, compared with the 
previous year. We are offering our adver- 
tisers creative approaches aimed at devel- 
oping true partnerships. 


TVA has made its first entry into the 
anglophone market through specialty 
television. Our two English-language 
specialty channels, mentv and Mystery, 
have been successful from their launch. 


Digital TV penetration, while slower than 
expected, is steady and even though 
some digital channels launched in 
September 2001 could disappear, mentv 
and Mystery should continue to enjoy 
growth. At the end of 2002, about 600,000 
households were subscribers to these two 
channels. In fact, mentv and Mystery rank 
among the ten most-watched digital 


channels in Canada. TVA still holds 
operating licences for about ten new chan- 
nels, some of which should be launched 
toward the end of 2003. From this strong 
experience in the English-language mar- 
ket, TVA continues to study business 
opportunities that could help it increase 
its presence in this market. 


Regional strategy 


TVA Group is full owner of six of the ten 
regional stations that make up the TVA 
Network. Of the four other affiliated 
stations, two are owned by Télé Inter- 
Rives Ltée, which is 45%-owned by TVA. 
The TVA Network signal reaches virtually 
all of Québec's French-speaking audience, 
as well as francophone communities of 
the neighbouring provinces of Ontario 
and New Brunswick. 


To reach these viewers, we are focusing on 
news and a strong presence in community 
activities. Like other regional broadcasters 
in the country, we face constraints imposed 
by satellite broadcasters who are delaying 
the broadcast of regional station signals. 


This problem is one of our priorities. We 
are very active within the Canadian 
Association of Broadcasters (CAB), a 
Canadian organization of private broad- 
casters. A project is currently being studied 
to find a solution to this problem, which 
affects local communities in Canada. 


We are also very concerned about the grow- 
ing problem of pirated satellite signals. 
This affects not only our revenues, but 
those of television artists, creators and 
professionals as well, weakening a system 
that relies on original production. 
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The recipe 


Year after year, for more than 40 years, 
TVA, its artisans and collaborators have 
maintained tradition and succeeded in 
renewing programming while placing 
their new shows at the pinnacle of 
Québec television. Once again in 2002- 
2003, our popular shows such as Fortier, 
Les Poupées russes and Cauchemar d'amour 
maintained this tradition, to the great 
pleasure of our viewers. 


The people involved in this love affair 
between TVA and consumers apply a 
recipe that is both simple and efficient: 


Closeness — stories with which we can 
identify and that bring us together. 


Quality — which relies on the competence 
and professionalism of TVA’s professionals. 


Emotion — that responds to peoples’ 
desire for escapism. 


e The ability to renew ourselves — innova- 


tion and creativity. 


Respect for our brand — the refusal to take 
the easy road in order to make short-term 
gains. 


Passion — that love of TVA’s people for 
what they do. 


A winning strategy 


Television will evolve even more rapidly in 
the years to come. Specialty television 
will likely increase its share of the audi- 
ence, but it is not, and never will be, as 
unifying as general-interest television. 
However, digital television will bring 
about the biggest changes. It offers not 
only the best image and sound quality 
but more important, freer choice in 
programming services and encourages 
the transmission of information, which 
opens the door to interactivity. 


Television viewers can interact with hosts 
in real time, participate directly in quiz 
shows and make on-line purchases. TVA is 
in the lead by broadcasting the first inter- 
active television programs. Our Ultimatum 
game show, broadcast every day at 6:30 
p.m., allows digital subscribers to partici- 
pate directly, as does the popular Je regarde 
moi non plus, an original and daring show 
about couple relationships broadcast on 
Friday nights. 


We plan to develop additional interactive 
content to take further advantage of the 
possibilities offered by this technology, for 
the benefit of both our television viewers 
and our advertisers. Innovation is at the 
heart of our programming strategy. Accord- 
ingly, TVA acquired Star Académie, the first 
reality television show produced in Canada 
and broadcast on several platforms, includ- 
ing the Internet. 


Launched in mid-February, Star Académie 
has been an astounding success, reaching 
an audience of more than two million. 
This phenomenon extends well beyond 
television, since it also affects other enti- 
ties within Quebecor Media, adding even 
further to the show's popularity. 


Magazines and television — 
a winning team 


Number one in Québec 
after the integration 


TVA's magazines — and particularly its 
weeklies — are the perfect complement to 
our television. Throughout the fall of 2002, 
for example, the magazines followed the 
aspirations of hopefuls seeking a spot on 
the Star Académie show. This initiative cre- 
ated momentum for the show even before 
it began airing and gave advertisers the 
opportunity to prolong their association 
with this major event. We will also be pub- 
lishing special Star Académie editions in 
2003. 


The next phase of this close collaboration 
with television will be the production of 
new programs based on the magazines. The 
two media are so complementary that 
advertisers can benefit from unprecedented 
synergies. The first experiment will be the 
launch of the Clin d’eil show this spring. 


F ollowing the Publicor magazines integration, TVA Publishing 
became Québec’s largest magazine publisher with more than 
4.5 million readers of its weeklies and 5.3 million of its monthlies. 


TVA Publishing now publishes 43 dif- 
ferent titles, including six regular weekly 
magazines, ten monthly magazines and 
27 seasonal magazines. The most popular 
of these include 7 Jours, Le Lundi, TV 
Hebdo, Femme d'aujourd'hui, Rénovation- 
Bricolage, Clin d'oeil and many others. 


All of these magazines share the common 
mission of providing their readers origi- 
nal, quality content focusing on Québec, 
stories that readers can relate to and that 
unify them. Our management teams and 
creators have undertaken in-depth 
reviews of each of these magazines in 
order to be able to remain constantly 
abreast of the evolving tastes and needs 
of our readers. Week after week, month 
after month, we will continue to review 
and improve the look and the content of 
each of our magazines, or create new 
ones to fulfil emerging needs. 
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Entertaining and informing our 
audiences 


Women ¢ Our women’s magazines make 
us true partners of contemporary Québec 
women, who read them as much for enter- 
tainment as for information. The appoint- 
ment of Mitsou (a well known artist in 
Québec) as Editor-in-Chief of Clin d'cil 
injected new inspiration into this 
esteemed magazine. Every advertiser 
knows the importance of reaching women, 
who are often the ones who hold the fami- 
ly purse strings. 


Entertainers e For readers who want to 
keep up with show business news, our 
magazines such as Echo Vedettes, 7 Jours 
and Star inc. are there to provide the latest 
on the lives of their favourite entertainers, 
including those they watch on the TVA 
Network. 
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Young readers * Modern young people are 
very comfortable with the new world of 
media convergence and we are following 
their example by offering them publications 
whose content complements the television 
programs they like. Youth magazines such 
as Cool! and Filles d’aujourd'hui are becoming 
the companions of young female readers, 
publications in which they can both read 
about their favourite celebrities and stay 
informed. 


Homeowners ¢ A growing number of our 
fellow citizens own their dwellings and we 
offer a variety of publications designed to 
satisfy Québecers’ passion for home decor. 
In 2002, we also launched the new magazine 
Recevoir, in response to the growing trend of 
entertaining guests at home. 


incroyable aventure 
de FRANCOIS 


Our passionate people 


All in all, TVA Publishing is composed of 
people who are passionate about their 
professions and driven by the desire to 
give readers content quality and selection. 
Our advertisers continue to benefit from 
direct access to the largest readership in 
the entire Québec publishing industry. 


The challenge for 2003 will be to continue 
modernizing content, while increasing 
advertising revenues, newsstand sales and 
subscriptions in an increasingly complex 
media world. In order to succeed, we will 
continue investing in our publications and 
becoming even closer to our readers by 
attempting to constantly better under- 
stand them and fulfil their needs. 


Mitsou 
Editor-in-Chief of Clin d’oeil 


I n March 2002, TVA Group decided to take its distribution unit in 
a different direction by creating TVA Films, a division of TVA. 


Following TVA International winding-up, TVA Films has been given 
the mandate to carry on the values of TVA International, and in 
particular to manage its rights catalogue. TVA Films therefore 
became poised to become a leading player in the convergence 
strategy adopted by TVA Group and Quebecor Media in terms of 
both its acquisitions and promotional activities. 
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Major films 


During the year, TVA Films capitalized on 
the vast assets of TVA International and 
continued to market many blockbuster 
films, including Le Fabuleux destin d’Amélie 
Poulain, which became the event at the 
Montréal World Film Festival in 2001 and 
went on to break all box-office records 
held by a French film by generating $2.7 
million in Québec alone; Mulholland Drive 
by David Lynch, which was screened at 
the Cannes Film Festival and was also a 
major success, especially on video; 
Brotherhood of the Wolf by Christophe Gans, 
which was also a success in Québec. 


In keeping with its clearly defined mission 
and strategy, TVA Films has acquired 

major films that will be shown on screens 
across Quebec in the next few months. 


Roman Polanski film The Pianist, which 
has already garnered immense success 
and has been nominated for seven Oscars 
this year. It has been lauded as the best 
film of the year in France and Britain and 
is being described worldwide as a master- 
piece. Other offerings include Jet Lag, 
a film by Daniele Thompson starring 
Juliette Binoche and Jean Reno; two ani- 
mated films — Help! I'm a Fish and Kaena, 
an ambitious 3D animated film featuring 
the voices of Richard Harris and Angelica 
Huston; and 18 ans apres, a sequel to the 
Coline Serreau box-office hit 3 Men and a 
Cradle. 


TVA Films will also show important films 
from Québec and the rest of Canada, 
including Francois Girard’s The Far Road; 
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Guy Maddin’s The Saddest Music in the 
World; CRAZY, the latest from Jean-Marc 
Vallée, who brought us Black List, starring 
Michel Cété in the title role, and many 
more. TVA Films is well on its way to ful- 
filling its mandate and to creating an 
enviable niche in the audiovisual distri- 
bution market in Québec and the rest of 
Canada. 


Distribution partners 


TVA Films decided to join forces with the 
following specialized companies in order 
to ensure the success of its new mission. 


On March 26, 2002, the Company announ- 
ced a major services agreement with 
Christal Films Inc., a leading distribution 
s several successes 
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Films and Christal created Topaze Com- 
munications. On May 23, 2002, the 
Company signed a similar agreement with 
Lions Gate Corp. and created JV Media to 
distribute its films across English-speaking 
Canada. Lions Gate is a major distributor 
in the United States and Canada. 


Both new companies are already up-and- 
running and are providing TVA and its part- 
ners with comprehensive film marketing 
services geared toward cinemas, video 
clubs as well as pay-TV, general-interest 
and specialty TV channels. By signing the 
two agreements, TVA Films is making sig- 


nificant savings in management and opel 


ating costs. 


Juliette Binoche 


CORPORATE STRUCTURE 


TVA Group Inc. is a communications company with operations in three business sec- 
tors: Television, Publishing and Distribution. In the Television sector, TVA produces and 
broadcasts entertainment, information and public affairs programming and is the pri- 
vately owned operator of North America’s largest French-language television network. 
In the Publishing sector, TVA produces forty-three magazines, making it Québec’s 
largest publisher of French-language magazines. In the Distribution sector, TVA man- 
ages a large rights catalogue on all platforms: film, video, pay television and general- 
interest television. 


During this 16-month fiscal year ended December 31, 2002, TVA Group maintained 
strict control over its operating costs while continuing to review all of its business 
processes with the aim of improving its efficiency and its capacity to adapt to change. 
A pre-retirement program was also offered to employees and 35 of them chose to ben- 
efit from it. As a result, several positions were abolished, which allowed the Company 
to reduce its fixed operating costs and increase its use of independent producers, while 
at the same time meeting the licence conditions imposed by the Canadian Radio-tele- 
vision and Telecommunications Commission (CRTC) requiring that it increase its 
investments in independent producers. Because of this management strategy, com- 
bined with a favourable advertising market and outstanding audience ratings, TVA 
enjoyed an excellent year. TVA ended the fiscal year with record net income and in a 
very strong financial position. 


Also during fiscal 2002, TVA Group acquired Publicor, the magazines division of 
Quebecor Media Inc. This transaction helped the Publishing sector to increase its sales 
by more than 50% on an annualized basis and to significantly improve its operating 
income with the inclusion of Publicor's results and because of the attainment of syn- 
ergies identified at the time of the acquisition. 


Fiscal 2002 was also the year that TVA took a first step toward adding the Radio sector 
to its portfolio of properties. The acquisition of six AM stations and one FM station 
should be completed during fiscal 2003 if the CRTC approves the transaction. TVA has 
also submitted applications to the CRTC for new FM radio licences in Montréal, 
Sherbrooke and Trois-Riviéres. 


Following the rationalization of TVA International and the resulting write-off of assets 
during fiscal 2001, TVA decided during the year to continue managing its rights cata- 
logue through its new distribution division, TVA Films. 


These decisions and changes have shaped today’s TVA Group into a Company that 
enjoys a very enviable position in all of its business sectors. 


OPERATING RESULTS 


The following Management's Discussion and Analysis of financial position and results 


of TVA Group operations should be read in conjunction with the Company's audited 
consolidated financial statements. 


In light of the particularity of this 16-month fiscal year, the Management's Discussion 
and Analysis will compare this period with the previous 12-month fiscal year ended 
August 26, 2001, but for the most part will compare the results for the 12-month fiscal 


year ended December 31, 2002, with those for the corresponding 12-month period a 
year earlier. 


Management's 
discussion 
and analysis 


Operating revenues (in thousands of dollars) 


16 months 12 months 12 months 

ended ended ended 

December 31, December 31, December 31, 

2002 2002 2001 

Television S 321,103 S 233,303 S 223,001 
Publishing 81,836 64,771 47,167 
Distribution BS 15D 26,910 55,579 
Intersegments Items (2,500) (1,629) (3,434) 
S 439, 194 S)323)355 S32 Bil 


Earnings before interests, income taxes, depreciation and amortization (EBITDA) 
ee EE Ee ee 


16 months 12 months 12 months 

ended ended ended 

December 31, December 31 December 31, 

2002 2002 2001 

Television S 87,302 S 62,154 S$ 572i 
Publishing 20315 16,744 9,354 
Distribution = - 3,994 
S 107,617 S 78,898 S10) 307/ 


Consolidated operating revenues for TVA Group totalled $439, 194,000 for the 16-month 
fiscal year ended December 31, 2002, compared with $344,652,000 for the 12-month 
year ended August 26, 2001. The increased revenues are mainly due to the difference in 
the length of the two fiscal years. Consolidated operating revenues reached 
$323,355,000 for the 12-month period ended December 31, 2002, compared with 
$322,313,000 for the corresponding period of the previous year. There was a strong 
increase in revenues for the Television and Publishing sectors, while the Distribution 
sector saw a significant decrease in its revenues as a result of the rationalization deci- 
sions made in 2001. 


Earnings before interests, income taxes, depreciation and amortization (EBITDA) was 
$107,617,000 for the 16-month fiscal year ended December 31, 2002, compared with 
$70,550,000 for the 12-month year ended August 26, 2001. The EBITDA growth between 
these two fiscal years is mainly the result of their different durations, but also due to 
the improved profitability of the Television and Publishing sectors. EBITDA for the 12- 
month period ended December 31, 2002, rose to $78,898,000 from $70,567,000 for the 
same 12-month period a year earlier, an increase of nearly 12%. 


TELEVISION 


Operating revenues for the Television sector totalled $321,103,000 for the 16-month 
fiscal year, compared with $226,768,000 for the 12-month year ended August 26, 2001. 
This growth is partly explained by the difference in the length of the fiscal years. For the 
12-month period ended December 31, 2002, operating revenues for this sector were 
$233 303,000, against $223,001,000 for the corresponding year-ago period. This increase 
of $10,302,000, or 4.6%, comes mainly from greater advertising sales, but also from sub- 
scribers revenues since the launch of the digital specialty channels in January 2002. 


The increase in advertising revenues is the result of an advertising market that saw 
some growth in 2002 over 2001, but also because of higher ad rates and fewer annual 
agreements with ad agencies. 


Advertising revenues for LCN, our all-news specialty channel, also registered solid 
growth in fiscal 2002 with the introduction of promotional programs designed espe- 
cially to meet the needs of our customers. 


Throughout the year, sales for this sector were obviously supported by very strong pro- 
gramming lineup, packed with special events that delighted our viewers. This is evi- 
denced by the fact that we maintained our 36% market share (Monday to Sunday, 6 a.m. 
to 2 a.m, BBM, All 2+) in the latest audience ratings survey, despite the constantly 
increasing presence of specialty channels. 


EBITDA for the Television sector was $87,302,000 for the 16-month year ended 
December 31, 2002, against $59,138,000 for the prior year. The difference in the length 
of the fiscal years is the main reason for this EBITDA growth. EBITDA for the 12-month 
period ended December 31, 2002, was $62,154,000, compared with $57,219,000 for the 
corresponding year-ago period. This $4,935,000 increase is the net result of a rise of 
14%, or $7,978,000, in EBITDA excluding digital specialty channels and of the 
$3,043,000 operating loss recorded by those channels. During the 2002 fiscal year, TVA 
increased investments in its programming and reduced its other operating expenses. 
This redeployment of resources toward content obviously strengthened our market 
share and our sales, with the result that the operating margin excluding digital rose to 
28% from 26% a year earlier. 


PUBLISHING 


Operating revenues for the Publishing sector totalled $81,836,000 for the 16-month 
year ended December 31, 2002, against $47,156,000 for the prior fiscal year. This growth 
in Operating revenues is partly the result of the difference in the duration of the two fis- 
cal years, but also of the impact of the Publicor acquisition on May 16, 2002. Operating 
revenues for the 12 months ended December 31, 2002, were $64,771,000, compared 
with $47,167,000 for the same 12-month period a year earlier. This significant increase 
in Operating revenues is due to the impact of the Publicor acquisition. In fact, without 
this acquisition, operating revenues from both newsstand sales and advertising would 
have been relatively stable. 


Nevertheless, newsstand sales have been declining for several years and this trend con- 
tinued during fiscal 2002. This phenomenon is widespread and is affecting all publish- 
ers. A lot of effort was devoted during the year to changing our magazines in order to 
better respond to the evolving tastes of our customers. These efforts are continuing in 
2003. Advertising sales were good during the latter half of the year after a more 
difficult first half. The Publishing sector's advertising sales department was completely 
reorganized following the Publicor acquisition and the effect of this restructuring was 
felt in the latter months of the year. 


EBITDA for the Publishing sector was $20,315,000 for the 16-month fiscal year ended 
December 31, 2002, compared with $7,959,000 for the preceding year. For the 12-month 
period ended December 31, 2002, EBITDA for this sector was $16,744,000, against 
$9,354,000 for the corresponding 12 months a year earlier. This significant EBITDA 
increase is due to Publicor's contribution but also to the synergies realized following 
the acquisition and to the various cost-reduction measures implemented during the 
year. As a result, the profit margin rose to 26% for the past 12 months, from 20% a year 
earlier. Evidently, the Publicor acquisition had a very positive impact that is clearly 
reflected in the operating results for this sector. 


DISTRIBUTION 


Operating revenues for the Distribution sector were $38,755,000 for the 16-month 
fiscal year ended December 31, 2002, compared with $74 601,000 for the previous year. 
Despite the difference in the length of the two fiscal years, operating revenues for this 
sector declined significantly, as anticipated following the rationalization decisions 
taken in 2001. Operating revenues for the 12 months ended December 31, 2002, were 
$26,910,000, against $55,579,000 for the corresponding 12 months a year earlier. This 
decrease is the result of the rationalization of this sector's operations. TVA Films, a divi- 
sion of TVA Group Inc., was created during the year to manage TVA International's cat- 
alogue and to acquire its own rights in order to maintain and develop an attractive 
offering of audiovisual products on the market. TVA Films has forged two partnerships 
in order to have access to the most effective and efficient distribution structure and has 
also acquired the rights to several films in recent months. 


The sector generated no EBITDA for the fiscal year, compared with EBITDA of 
$3,453,000 for the prior year. EBITDA for the 12-month period ended December 31, 
2002, was also nil, against $3,994,000 for the same 12-month period a year earlier. This 
flat performance is due to the fact that the TVA International catalogue was mainly 
managed by TVA Films during the year and that this catalogue, having been written 
down to its fair market value, generated no income. 


DEPRECIATION AND AMORTIZATION 


Depreciation and amortization totalled $15,165,000 for the 16-month period ended 
December 31, 2002, compared with $14,190,000 for the prior year, an increase due 
essentially to the difference in the length of the two periods. Depreciation and amorti- 
zation was $11,542,000 for the 12-month period ended December 31, 2002, against 
$13,183,000 for the same 12 months a year earlier, a decline mainly attributable to the 
application of new CICA recommendations regarding the abolition of amortization of 
intangible assets with an indefinite life. 


FINANCING EXPENSES 


Financing expenses reached $2,693,000 for the 16-month fiscal year, compared with 
$9,498,000 for the previous year. This sharp decrease in financing expenses is fully 
explained by a lower average debt level and more favourable interest rates. Financing 
expenses were $2,297,000 for the 12-month period ended December 31, 2002, 
compared with $6,324,000 for the prior-year period. This drop is also due to a lower 
average debt level and more favourable interest rates during this period. 


OTHER ITEMS 


Other items totalled $2,396,000 for the 16-month fiscal year ended December 31, 2002, 
the same amount as for the 12-month period ended the same date. This charge is the 
result of the pre-retirement program introduced during the year at a cost of $2,800,000 
and to a $400,000 write-off of a portfolio investment, offset by a $804,000 gain on 
disposal of an investment. Other items recorded for the prior fiscal year included 
$183,949 000 essentially from the write-off of TVA International assets. 


INCOME TAXES 


In August 2002, the Company wound up TVA Acquisition Inc., TVA International Inc. and 
some of its subsidiaries, which allowed TVA Group to record $21 million in future 
income tax assets, benefits that are realized whenever TVA Group and some of its sub- 
sidiaries report taxable profits. Thus, income taxes for the 16-month period ended 
December 31, 2002, were $19,273,000, or a tax rate of about 22%, compared with 
$18,810,000 and about 13% rate for the previous year. For the 12-month period ended 
December 31, 2002, income taxes were $10,131,000, or a tax rate of about 16%, against 
$29,928,000 and a rate of about 38% for the same 12 months of the prior year. 


NON-CONTROLLING INTEREST 


Non-controlling interest essentially represents CDP Capital Communications’ share 
(30%) in the TVA International loss. This interest amounted to $50,034,000 for the pre- 
vious fiscal year and nil for the 16-month fiscal year ended December 31, 2002. 


EQUITY IN INCOME OF COMPANIES SUBJECT TO SIGNIFICANT INFLUENCE 


The loss recorded for the 16-month fiscal year ended December 31, 2002, was 
$4,889,000, compared with a loss of $11,623,000 for the preceding year. This significant 
reduction in the loss is basically the result of an improvement in the financial results 
of Netgraphe inc., a public company in which TVA Group holds an indirect interest of 
about 11%. During the 12-month period ended December 31, 2002, the loss was only 
$164,000, against a loss of $15,453,000 for the same period a year earlier. 


AMORTIZATION OF GOODWILL 


There was no amortization of goodwill recorded for fiscal 2002, compared with an 
expense of $3,876,000 for the previous year. Nor was there an expense for amortization 
of goodwill recorded for the 12-month period ended December 31, 2002, compared 
with an amortization of $2,237,000 for the corresponding 12 months of the prior year. 
This decrease is attributable to the application of new CICA recommendations regard- 
ing the abolition of amortization of intangible assets with an indefinite life. 


NET INCOME (NET LOSS) 


For its 16-month fiscal year ended December 31, 2002, TVA Group reported net income 
of $63,201,000, or $1.84 per share, compared with a net loss of $121,362,000, or $3.55 
per share, for the previous year after recording a $183,949,000 loss, mainly as a result 
of the write-off of TVA International assets (see “Other Items” section). For the 12-month 
period ended December 31, 2002, net income was $52,368,000, or $1.53 per share, com- 


pared with a loss of $75,943,000, or $2.21 per share, for the corresponding 12 months a 
year earlier. 


Calculation of per-share amounts is based on weighted averages of 34,336,000 shares 
for the 16-month fiscal year ended December 31, 2002; 34,215,000 shares for the prior 
fiscal year; 34,304,000 shares for the 12-month period ended December 31, 2002: and 
34,395,000 shares for the corresponding 12-month prior-year period. 


CASH FLOWS AND 
FINANCIAL 
RESOURCES 


COMPARATIVE RESULTS (in thousands of dollars) 


16 months 12 months 12 months 

ended ended ended 

December 31, December 31 December 31, 

2002 2002 2001 

Operating revenues S 439,194 3 323 BSS S322 32 
Operating expenses 331, S07 244,457 251,746 
EBITDA 107,617 78,898 70,567 
Depreciation and amortization 15,165 11,542 13,183 
Financing expenses 2,693 2,297 6,324 
Other items 2,396 2,396 109,531 
Income before the following items 87, 363 62,663 (58,471) 
Income taxes 19,273 OMSi 29,928 
Non-controlling interest - - (30,146) 

Equity in income of companies 

subject to significant influence 4 889 164 15,453 
Amortization of goodwill ~ - DEO SF 
Net income (loss) S 63,201 S 52,368 S (75,943) 


OPERATIONS 


Cash flows provided by operations totalled $90,481,000 for the 16-month fiscal year, 
compared with $49,435,000 for the previous year. The difference in the length of the two 
fiscal years partly explains the increased liquidities. For the 12-month period ended 
December 31, 2002, cash flows provided by operations totalled $76,882,000, compared 
with $74,227,000 for the corresponding period a year earlier. 


Two major factors impacted the cash flows provided by operations during the periods 
being compared: the Company's improved profitability and reduced cash flows from 
changes in non-cash items. This decrease is essentially due to a smaller decrease in 
TVA International's working capital during the 12 months compared with the 12-month 
period a year earlier. 


FINANCING 


On February 11, 2002, the Company reached a new credit agreement consisting of a 
revolving-term bank loan of a maximum of $135,000,000 floating rates based on 
Bankers’ Acceptances or bank prime rate. The Company is up to date on interest 
payments and in compliance with the financial tests outlined in this agreement. 


INVESTING 


On May 16, 2002, the Company acquired Publicor, the magazines division of Quebecor 
Media Inc., for $36,225,000 in cash and an additional amount of a maximum of 
$6,000,000, payable if certain profitability levels are attained during the next three 
years. This acquisition was financed directly from the Company's credit facilities. 


On May 30, 2002, TVA Group filed notice of intent to repurchase for cancellation, in the 
normal course of its activities, a maximum of 1,917,335 non-voting Class B shares 
("Class B shares”), or 10% of the 19,173,353 outstanding Class B shares not held by 
insiders at the opening of the offer. These redemptions will end by June 2, 2003. During 
the year, the Company redeemed 557,100 shares as part of this program, for a total 
amount of $7,866,000. 


RADIO 


In September 2002, the Company formed a new partnership (60% TVA Group Inc. and 
40% Radio-Nord Communications Inc.) to acquire seven radio stations — six AM and 
one FM —all of them in Québec. The partnership is awaiting a CRTC decision expected 
in early summer 2003. If the decision is favourable, the transaction will be completed 
in the subsequent days and the partnership will then have to pay $12,750,000 for the 
assets acquired. 


FINANCIAL SITUATION 


On the basis of the operating results, the consolidated debt ratio — as measured by the 
debt-to-capitalization ratio — declined from 34:66 to 21:79 between August 26, 2001, 
and December 31, 2002. For ratio calculation purposes, the debt includes bank loans, 
net of cash and cash equivalents, and long-term debt, including the short-term portion. 


Thus, the Company's long-term debt declined from $53,875,000 at August 26, 2001, to 
$51,220,000 at December 31, 2002, after having repaid almost all of the short-term bank 
debt, which totalled $35,068,000 at August 26, 2001, and having spent $36,225,000 to 
acquire Publicor. 


Dividends paid by the Company during the fiscal year were $0.25 per share, compared 
with $0.20 per share for the preceding year. The variation in the amount of dividends 
paid is due to the difference in the duration of the fiscal year. 


RISKS AND UNCERTAINTIES 


For its operating needs, the Company must maintain the licences granted to it by the 
CRTC and comply with their conditions. Failure to do so could result in revocation or 
non-renewal of these licences. TVA is currently in full compliance with these require- 
ments and intends to remain so. On July 5, 2001, the CRTC renewed the licence of its 
flagship Montréal station, CFTM-TV, for an additional period of seven years, ending 
August 31, 2008. 


Major technological developments in recent years have heightened competition in the 
communications industry. Viewers are increasingly solicited by a greater number of tel- 
evision channels, films on video and DVD, compact discs and the Internet. In addition, 
advertising revenues are subject to fluctuations related to the economic situation, 
audience ratings, new sources of competition and, in the case of the Publishing sector, 
newsstand sales. 


Revenues for the Television sector (the TVA Network) depend on the value of available 
airtime, which is determined to a large extent by audience ratings, which in turn are 
influenced by programming content. The method for measuring audience ratings has 
itself changed from a booklet that was completed weekly during the audience ratings 
periods to a population sampling taken with an electronic “people meter” that calcu- 
lates viewership on an ongoing basis. Advertising revenues are seasonal. 


AUDITORS' 
REPORT OTHE 
SHAREHOLDERS 


MANAGEMENT'S 
REPORT 


We have audited the consolidated balance sheet of TVA Group Inc. as at December 31, 
2002 and the consolidated statements of income, retained earnings and cash flows for 
the sixteen-month period then ended. These consolidated financial statements are the 
responsibility of the Company's management. Our responsibility is to express an opinion 
on these financial statements based on our audit. 


We conducted our audit in accordance with Canadian generally accepted auditing 
standards. Those standards require that we plan and perform an audit to obtain 
reasonable assurance whether the financial statements are free of material misstate- 
ment. An audit includes examining, on a test basis, evidence supporting the amounts 
and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material 
respects, the financial position of the Company as at December 31, 2002 and the results 
of its operations and its cash flows for the sixteen-month period then ended in accordance 
with Canadian generally accepted accounting principles. 


The consolidated financial statements as at August 26, 2001 and for the twelve-month 
period then ended were audited by other auditors who expressed an opinion without 
reservation on these financial statements in their report dated October 4, 2001. 


KPMG LL? 


Chartered Accountants 
Montréal, Canada 
January 24, 2003 


The consolidated financial statements of TVA Group Inc., as well as overall information 
contained in the Annual Report, are the responsibility of management and were 
approved by the Board of Directors. Management's responsibility includes the selec- 
tion of appropriate accounting practices in accordance with generally accepted 
accounting principles, and the preparation of reasonable estimates. Financial data 
contained elsewhere in this report are consistent with the financial statements. 


Management, in keeping with its responsibilities, maintains an internal control system, 
designed among other things to provide reasonable assurance that TVA’s assets are 
properly safeguarded and that the accounting records form an appropriate basis for the 
preparation of reliable financial statements. 


Every year, the Board of Directors appoints an Audit Committee. This Committee 
reviews the annual consolidated financial statements of the Company and recom- 
mends their adoption by the Board of Directors. The Committee also studies reports 
on the Company's accounting methods and policies and internal control systems. 


In the opinion of management, these financial statements incorporate, within reason- 
able limits, all important elements and data available when they were prepared. 


Ss 


Paul Buron 
Senior Vice-President and Chief Financial Officer 


Montréal, January 24, 2003 


Consolidated 
Statement of Income 


Sixteen-month period ended December 31, 2002, with 
comparative figures for the twelve-month period ended 
August 26, 2001 (in thousands of dollars) 


December 31, August 26, 
2002 2001 


(16 months) (12 months) 
Operating revenues S 439,194 S 344,652 
Operating, selling and administrative expenses 331,577 274,102 
Operating income before depreciation, 
amortization, financing expenses 107,617 70,550 
and other items 
Depreciation of fixed assets 14,541 11,665 
Amortization of licences and deferred charges 624 BSD, 
Financing expenses 2,693 9,498 
Other items (note 4) 2,396 183,949 
20,254 207,637 
Income (loss) before income taxes, non- 
controlling interest and equity in income 
of companies subject to significant influence 87,363 (137,087) 
Income taxes (note 5) 19,273 18,810 
Non-controlling interest _ (50,034) 
Equity in income of companies subject 
to significant influence (note 7) 4,889 11,623 
Income (loss) before amortization of goodwill 63,201 (117,486) 
Amortization of goodwill (note 1) - 3,876 
Net income (loss) S 63,201 Si S62)) 
Net income (loss) per share (in dollars) 
Basic and diluted income (loss) per share 
before amortization of goodwill $ 1.84 S343) 
Basic and diluted net income (net loss) per share $ 1.84 SS (Bes) 
See accompanying notes to consolidated financial statements. 
Consolidated 
Statement of 
Retained Earnings 
December 31, August 26, Sixteen-month period ended December 31, 2002, with 
2002 2001 comparative figures for the twelve-month period 


(16 months) 


(12 months) 


Balance, beginning of period S 19,406 S 175.342 
Adjustment to retained earnings, 
beginning of period (note 5) - (ESTE) 
Adjusted beginning balance 19,406 147,605 
Net income (loss) 63,201 (121,362) 
Dividends paid (8,590) (6,837) 
Share redemption - excess of purchase price 

over net accounting value (note 17) (5,098) = 
Balance, end of period S 68,919 S 19,406 


See accompanying notes to consolidated financial statements. 


ended August 26, 200! (in thousands of dollars) 


Consolidated Balance 
heet 


December 31, 2002, with comparative figures as at 
August 26, 2001 (in thousands of dollars) 


December 31, August 26, 
2002 2001 
Assets 
Current assets 
Cash and cash equivalents S = S 4368 
Accounts receivable (note 9) 121,586 109,026 
Investments in televisual products 
and movies (note 10) 52,371 60,867 
Inventories and prepaid expenses 2,210 5,830 
176,167 180,091 
Investments (note 11) 22,640 Dipo2e: 
Fixed assets (note 12) 67,929 76,287 
Investments in televisual products 
and movies (note 10) 9,333 9,712 
Licences 69,853 69,853 
Goodwill 70,075 B35) PV 
Other assets (note 13) 16,339 10,392 
S 432,336 S 408,870 
Liabilities and Shareholders' Equity 
Current liabilities 
Bank indebtedness S 4,781 S - 
Bank loans (note 14) 1,837 35,068 
Accounts payable (note 15) 88,165 80,843 
Rights payable 31,297 32,774 
Long-term debt due within one year ~ 1,935 
126,080 150,620 
Long-term debt (note 16) 51,220 53,875 
Future income tax liability (note 5) 32,515 35,278 
Deferred credit (note 5) 3,893 - 
213,708 239,773 
Shareholders' equity 
Capital stock (note 17) 146,930 149,691 
Contributed surplus (note 5) 2,779 - 
Retained earnings 68,919 19,406 
218,628 169,097 
Commitments and contingencies (note 21) 
S 432,336 S 408,870 


See accompanying notes to consolidated financial statements. 


On behalf of the Board: 


—~ 


Co rekott 


Fernand Belisle 
Director 


Jean Neveu 
Chairman of the Board 


lech 


December 31, August 26, 
2002 2001 
(16 months) (12 months) 


Cash flows from operating activities 


Net income (loss) S 63,201 S (128,362) 
Non-cash items (note 8) 21,362 137,724 
Cash flows provided by current operation 84,563 16,362 
Net change in non-cash items (note 8) 5,918 33,073 
90,481 49 435 
Cash flows from investing activities 
Acquisition of investments (802) (6,620) 
Investments in televisual products and movies 379 (9,825) 
Acquisition of fixed assets (7,747) (7,786) 
Business acquisition (note 3) (36,225) - 
Other items (965) (1,549) 
(45,360) (25,780) 
Cash flows from financing activities 
Repayment of bank loans (33,231) (37,601) 
Long-term indebtedness - 1,975 
Repayment of long-term debt (4,590) (1,686) 
Advance from a company - 10,457 
Issue of Class B shares 7 3,415 
Repurchase of shares (note 17) (7,866) - 
Dividends paid (8,590) (6,837) 
(54,270) (30,277) 
Net change in cash and cash equivalents (9,149) (6,622) 
Cash and cash equivalents, beginning of period: 4,368 10,990 
Cash and cash equivalents, end of period 
(bank indebtedness) S (4,781) S 4,368 
Cash flows from current operations per share (in dollars) 
Basic and diluted S 2.46 S 0.48 


See accompanying notes to consolidated financial statements. 


Consolidated 
Statement of 
Cash Flows 


Sixteen-month period ended December 31, 2002, 
with comparative figures for the twelve-month period 
ended August 26, 2001 (in thousands of dollars) 


Notes to Consolidated 
Financial Statements 


Sixteen-month period ended December 31, 2002 
(Amounts presented in the tables are expressed in 
thousands of dollars.) 


The Company, incorporated under Part 1A of the Companies Act (Québec), is involved 
mainly in television broadcasting, distribution of televisual products and movies, as 
well as in the publishing of specialized magazines. 


During the year 2002, the Company has changed its year-end for December 31 to adjust 
it with the year-end of its ultime parent, Quebecor inc. 


1.Changes in accounting policies 


(a) Business combinations, goodwill and other intangible assets: 


During the year, the Company adopted the new recommendations of the Canadian 
Institute of Chartered Accountants (CICA) section 1581, Business Combinations, and 
3062, Goodwill and other intangible assets. The standards require that all business 
combinations be accounted for using the purchase method. Additionally, goodwill and 
other intangible assets with an indefinite life are no longer amortized to income, but 
are tested for impairment on an annual basis, including a transitional impairment test. 
The Company did not recognize any impairment in value following the transitional 
impairment test performed during the four-month period ended December 31, 2001, as 
well as in the annual test done on October 31, 2002. 


(b) Earnings per share 


During the year, the Company adopted retroactively the new CICA recommendations relat- 
ing to the calculation and presentation of earnings per share information. Under the new 
recommendations, the treasury stock method must be used rather than the 
imputed earnings approach for determining the dilutive effects of options when calculat- 
ing diluted earnings per share. In accordance with the provisions of the recommenda- 
tions, the Company has restated the diluted earnings per share for comparative periods. 


2.Significant accounting policies 


(a) Principles of consolidation 


The consolidated financial statements include the accounts of the Company and all of 
its subsidiaries from the date of acquisition of control to the date of the balance sheet. 
The equity in the joint ventures is accounted for using the proportionate consolidation 
method. 


Investments in companies subject to significant influence are accounted for using the 
equity method and all other investments are accounted for using the cost method. 


(b) Use of estimates 


The preparation of financial statements requires the Company's management to make 
estimates and assumptions that affect the reported amounts of assets and liabilities 
shown on the balance sheet and the disclosure of contingent assets and liabilities at 
the date of the financial statements, and the reported amounts of revenues and 
expenses on the statement of income during the reporting period. Actual results could 
differ from those estimates. 


(c) Fair value of short-term financial instruments 


The fair value of cash and cash equivalents, accounts receivable, bank loans, accounts 
payable and accrued liabilities, and broadcast rights payable is comparable to their 
carrying amount because of the short maturity periods. 


2.Significant accounting policies (continued) 


(d) Cash and cash equivalents 


Cash and cash equivalents include cash (bank indebtedness) and highly liquid invest- 
ments with an initial maturity of less than or equal to three (3) months. 


(e) Tax credits and government aid 


The Company may take advantage of several government programs designed to support 
production and distribution of televisual products and movies in Canada. The financial 
aid for production is accounted for as revenue in compliance with the Company's 
accounting principle for the recognition of revenue from completed televisual products 
and movies. The financial aid for broadcast rights is applied against investments in 
televisual products and movies. Government aid for televisual products is used directly 
to reduce operating, selling and administrative expenses during the year. Government 
aid for writing is accounted for on a cash basis and amortized over a period of twelve 
months. 


(f) Inventories 


Inventories include televisual products and related merchandise available for sale. 
Inventories are valued at the lower of cost and net realizable value. Cost is determined 
using the first in, first out method. 


(g) Programs produced and productions in progress 


Programs produced and productions in progress relate to broadcast activities. 
Programs produced and productions in progress are accounted for at the lower of cost 
and net realizable value. Cost includes direct charges for goods and services and the 
share of labour and general expenses relating to each production. The cost of each 
program is charged to operating expenses when the program is broadcasted or when a 
loss can be estimated. 


(h) Broadcast rights 


Broadcast rights are essentially contractual rights allowing limited or unlimited broad- 
cast of televisual products or movies. These broadcast rights, along with the correspon- 
ding liability, are recorded at the time the licence contract comes into effect and the 
product is ready for broadcast. 


These rights are amortized upon the broadcast of televisual products and movies, over 


the estimated number of screenings, using a depreciation method based on estimated 
potential revenues. 


The value of broadcasting rights is reduced when a permanent impairment in value is 
recognized. 


(i) Productions and distribution rights 


Productions and distribution rights refer to the production and distribution of televisual 
products and movies. Productions and distribution rights are valued at the lower of 
unamortized cost and net realizable value. The cost includes production costs and 
costs attributable to editing and other activities that provide a future economic 
benefit. The net realizable value of productions and distribution rights represents the 
Company's share of future estimated revenues to be derived, net of future costs. 


Productions and distribution rights are amortized according to the proportion of gross 
revenue earned to total forecasted gross revenue. 


Estimates of revenues are examined periodically by management and revised as neces- 
sary based on management's assessment of current market conditions. The value of 


amortized costs is reduced to net realizable value, as necessary, based on this asses- 
sment. 
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2.Significant accounting policies (continued) 


The amortization of productions and distribution rights is included in operating, selling 
and administrative expenses. 


(j) Fixed assets 
Fixed assets are recorded at cost. 


The Company calculates depreciation using the following methods and rates: 


—_——— 


Asset Method Rate 
Buildings Straight-line 2.5% to 4% 
Equipment Straight-line and diminishing balance 6.6% to 33.3% 


(k) Deferred charges 


Deferred charges represent the pension plans accrued benefit asset, the start-up costs 
for the specialty channels and deferred financing charges. The deferred charges related 
to specialty channels will be amortized over five years from the commencement of 
commercial operations and those related to financing will be amortized over the related 
debt duration. The deferred charges are presented in the section Other assets. 


(1) Licences and goodwill 


Licences represent the cost of acquiring rights to operate broadcasting stations and 
goodwill represents the excess of fair value over net assets acquired. 


The Company periodically reviews the unamortized amount of its licences and goodwill 
to determine whether it will be able to recover them in the long-term, by comparing 
them to future discounted cash flows. The value of licences and goodwill is reduced 
when a permanent impairment in value is recognized. 


(m) Pension plans and other retirement benefits 


The Company has defined benefit and defined contribution pension plans for its 
employees. In addition, the Company has health, life and dental insurance plans for 
certain retired employees with respect to an old plan. The active employees of the 
Company no longer benefit from this type of protection. The difference between the 
employee benefit expense and employer contributions paid into the plans is recorded 
as an accrued benefit asset or liability. 


The following accounting policies are applied for all defined benefit plans: 


(i) The cost of pensions and other retirement benefits earned by employees is actuar- 
ially determined using the projected benefit method prorated on service and is 
charged to income as services are provided by the employees. The calculations take 
into account management's best estimates of expected pension plan investment per- 
formance, salary escalation, retirement ages of employees and expected health care. 


(ii) For the purpose of calculating the expected return on plan assets, those assets are 
valued at fair value. 


(iii) Past service costs from plan amendments are amortized on a straight-line basis over 
the average remaining service period of employees active at the date of amendment. 


(iv) The excess of the net actuarial gain (loss) on 10% of the greater of the benefit obli- 
gation or the fair value of plan assets is amortized over the average remaining service 
period of active employees. 
The pension expense of defined contribution plans recorded in income represents the 
contributions by the employees the Company must pay during the period in exchange 
for services rendered during the period. 


2.Significant accounting policies (continued) 


(n) Revenue recognition 


Revenues derived from the sale of advertising airtime are recognized once the broad- 
casting of the advertisement has occurred. 


Revenues provided by the sale of distribution rights, shares in productions, theatrical 
exhibitions and the broadcast of televisual products are recognized when the film 
shooting is complete, when disbursements must be made by the theatrical exhibitors 
or when a contract has been signed under which the distribution rights are irrevocably 
transferred to the licencee or the share to an investor and when there is reasonable 
certainty that the revenue will be recovered. In the case of a televisual product, the 
revenues are recognized according to the percentage of completion. Under this 
method, production income and profits are recognized proportionally to the percent- 
age of completion of work. The non-cash portion of these revenues is presented under 
the productions in progress heading. 


Revenues from the sale of magazines in newsstands are recognized at the time they are 
displayed in newsstands. 


The funds received or receivable that have not been accounted for in revenues are 
recorded in deferred revenues. 


(o) Foreign currency translation 


Monetary assets and liabilities in foreign currency are translated at exchange rates in 
effect at the balance sheet date. Other assets and liabilities are translated at exchange 
rates in effect at transaction dates. Revenues and expenses in foreign currency are 
translated at the average rate in effect during the year, with the exception of deprecia- 
tion and amortization, which are translated at the historical rate. Gains and losses are 
included in income for the year. 


(p) Income taxes 


The Company uses the liability method of accounting for income taxes. According to 
this method, future income tax assets and liabilities are determined by temporary 
differences between the carrying amounts of assets and liabilities for financial reporting 
purposes and the amounts used for tax purposes, computed on rates and provisions of 
enacted or substantially enacted tax law, at the date of the financial statements for the 
years in which temporary differences are expected to be recovered or settled. 


(q) Barter transactions 


In the normal course of its business, the Company broadcasts advertising spots in 
exchange for goods and services. The revenues thus earned are recorded on the basis 
of the fair market value of the goods and services obtained. 


(r) Stock options 


The Company grants stock options under stock option plans for Class B shares for the 
Company's management. No expenditure is accounted for at the time the options are 


granted. The consideration paid at the time the options are exercised is credited to 
capital stock. 
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3.Business acquisition 


Publicor 


On May 16, 2002, the Company acquired all the assets and liabilities of Publicor, a divi- 
sion of its parent company Quebecor Media inc., specializing in the publishing business 
in exchange for a cash consideration of $36,225,000 including transaction fees and 
employee severance. This value was established by an external appraisal and approved 
by an independent committee. This acquisition has been recorded using the purchase 
method. Anticipated employee severance cost represents $192,000. The operating 
income of Publicor was included in the Company's consolidated statement of income as 
of May 16, 2002. 


The purchase agreement also contemplates a maximum purchase price adjustment of 
$6,000,000 over three years, for a $2,500,000 maximum per year, if profits in the Publishing 
sector in 2003, 2004 and 2005 rise above certain preset levels. This adjustment will be 


~ recorded as goodwill. 


The preliminary allocation of the acquisition price is detailed as follows: 


Acquisition price S 36,225 
Current assets 5,397 
Fixed assets 209 
Current liabilities (4,244) 
Net assets 1,362 
Goodwill S 34,863 


Management has established the preliminary purchase price allocation taking into 
account all relevant information at the time of preparing these consolidated financial 
statements. However, the preliminary purchase price allocation is subject to further 
adjustments. 


4.Other items 


During the year, the Company recorded employee severance costs amounting to 
$2,800,000 related to the pre-retirement program implemented during the year for 
which a balance of $400,000 is payable at the end of the year. The Company also real- 
ized a $804,000 gain on the sale of its investment in CKMI-TV and accounted for 
$400,000 to write off a portfolio investment. 


During the previous year, TVA Acquisition Inc., a 70% subsidiary of the Company, owned 
100% of TVA International Inc. and 100% of TVA International | Inc., and was involved in 
the distribution and the international production sectors. Following a repositioning in 
these sectors, TVA Acquisition Inc. recognized an impairment in the value of assets 
including restructuring fees for an amount of $177,699,000 before income taxes, to bet- 
ter reflect their economic value. Also, TVA International Inc. had retained the services 
of an investment bank in order to examine all of its options, including a process to sell 
the subsidiary. 


Also during the previous years, the Company accounted for $3,750,000 in severance pay 
for the television and publishing sectors and other fees related to TVA Acquisition Inc. 
for $2,500,000. 


4.Other items (continued) 


The result in 2001 for the Company is detailed as follows: 


nnn ee eee nnnynnnenn enn nen 


Impairment in value of the following assets: 


Accounts receivable S 8,708 
Inventories and prepaid expenses 699 
Productions in progress 8,827 
Productions and distribution rights 54,686 
Stock investment 589 
Fixed assets 4504 
Goodwill 78,434 
Severance pay 10,649 
Other fees 16,853 
S 183,949 


The accrual balance at December 31, 2002 is $8,332,000 and $21,999,000 at August 26, 
2001. 


Other fees include notably a lease termination provision and a non-renewal agreement 
penalty. 


5.Income taxes 


The income tax expense related to the net income (loss) is presented as follows: 


December 31, August 26, 

2002 2001 
(16 months) (12 months) 

Current income taxes S 17,944 S 17,230 
Future income taxes 1,329 1,580 
S 19,273 S 18,810 


The following table reconciles the difference between domestic statutory tax rate and 
the effective tax rate used by the Company and its subsidiaries in the determination of 
the consolidated net income (loss): 


December 31, August 26, 
2002 2001 
(16 months) (12 months) 
Domestic statutory tax rate 35.1% 37.5 % 
Increase (decrease) resulting from: 
Effect of non-deductible charges and resulting 
from tax rate reduction (2.8) (19-2) 
Change in valuation allowance and use of losses 
carryforwards not recorded = (25.5) 
Change in deferred credit ; (11.6) - 
Other 1.4 (6.1) 


Effective tax rate 22.1% (13.3)% 
eS So ee ae Le 


Notes to Consolidated 
Financial Statements 


Sixteen-month period ended December 31, 2002 
(Amounts presented in the tables are expressed in 
thousands of dollars.) 


———E— 


Notes to Consolidated 
Financial Statements 


Sixteen-month period ended December 31, 2002 
(Amounts presented in the tables are expressed in 
thousands of dollars.) 


5.Income taxes (continued) 


The tax effects of significant items comprising the Company's net future tax liabilities 
are as follows: 


December 31, August 26, 


2002 2001 
Future tax assets: 
Loss carryforwards in the future S$ 22,041 S 25,444 
Reserve for restructuring 3,691 yl 
Goodwill and licences 3,749 4,158 
Difference between book and tax bases of property, 
fixed assets and investments 3,573 - 
Other 4,197 2,903 
37,251 33256 
Valuation allowance (20,081) (24,816) 
17,170 8,440 
Future tax liabilities: 
Goodwill and licences (20,798) (21,437) 
Difference between book and tax bases of property, 
fixed assets and investments (5,074) (7,748) 
Other (6,643) (6,093) 
(32,515) (35,278) 
Net future tax liabilities S (15,345) S (26,838) 


The current and long-term future tax assets and liabilities are as follows: 


December 31, August 26, 


2002 2001 
Future tax assets 
Current S$ 9,091 S 3,677 
Long-term 8,079 4,763 
17,170 8,440 
Future tax liabilities 
Long-term (32,515) (35,278) 
Net future tax liabilities S (15,345) S (26,838) 


During the year, the Company recognized $21,000,000 of future income tax assets related 
to deferred tax losses following the winding-up of certain companies in production and 
distribution sector. The counterpart of these future income tax assets is showed as 
deferred credit in the liabilities of the Company. This deferred credit will be amortized to 
the income tax expense in proportion to the net reduction of the related future income 
tax asset. At December 31, 2002, the deferred credit balance represents $10,874,000. 


During the year, the Company obtained from Quebecor World Inc., a company under 
common control of its ultimate parent, Quebecor Inc., tax deductions representing 
income taxes of about $12,679,000. Of this amount, $11,421,000 was recorded as 
income taxes receivable and $1,258,000 as long-term future income tax assets. This 
transaction allows the Company to realize a gain of $2,779,000, which is recorded as a 
contributed surplus. At December 31, 2002, the Company recorded a year-end account 
payable of $9,900,000 to Quebecor World Inc. 


5.Income taxes (continued) 


The Company has not recognized a future tax liability for the undistributed earnings of its 
subsidiaries in the current and prior years because the Company currently does not expect 
to sell these investments and because these undistributed earnings become taxable. 


Figures in the tables presented previously for 2002 and 2001 include a valuation 
allowance of $20,081,000 and $24,816,000 respectively relating to loss carryforwards and 
other available tax benefits. The net change in the valuation allowance for the year 
ended December 31, 2002 is explained mainly by a reduction of an amount of $7,717,000 
recorded against the deferred credit in the wind-up of certain subsidiaries of the pro- 
duction and distribution sectors. No amounts were recorded in income. 


As at December 31, 2002, the Company had available, for income tax purposes, loss car- 
ryforwards of approximately $68,591,000 that can be used to reduce its future taxable 
income, expiring from 2003 to 2009, and $78,529,000 of capital losses without time limit 
and for which no future income tax was recorded. 


During the previous year, the Company had adopted retroactively the new recommen- 
dations of the Canadian Institute of Chartered Accountants (CICA) concerning income 
taxes, without restating prior years. Previously, the Company was using the deferral 
method. This change had increased the future income tax liability and reduced the 
retained earnings’ opening balance for $27,737,000. 


6.Joint ventures 


The share of operations in the joint ventures included in the Company's consolidated 
financial statements is detailed as follows: 


December 31, August 26, 
2002 2001 
(16 months) (12 months) 


Consolidated statements of income: » 
Operating revenues S 16,885 Se L0531 


Operating, selling and administrative expenses 17,608 9,090 
Operating (loss) income before the following items (723) 1,441 
Depreciation and amortization 712 125 
Financing expenses 253 (21) 
Income taxes 758 432 
Net (loss) income S (2,446) S 905 
Consolidated balance sheets: 
Current assets S 4,253 Ss DOB 
Current liabilities 12,432 2,400 
Consolidated statements of cash flows: 
Cash flows from operating activities 5,867 760 


Cash flows from investing activities (1,869) (2) 
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7.Equity in income of companies subject to significant influence 


The equity in income of companies subject to significant influence is detailed as fol- 
lows: 


December 31, August 26, 


2002 2001 
Equity in income of companies subject 
to significant influence S 4,889 Sent 
Share of dilution loss of companies 
subject to significant influence ~ 4,348 


S$ 4,889 S 11,623 


The previous year dilution loss arises mainly from the merger transaction of Netgraphe 
Inc. and CANOE network. 


8.Information on the consolidated statements of cash flows 


December 31, August 26, 


2002 2001 
Non-cash items 
Equity in income of companies 
subject to significant influence S 4,889 S alee 
Depreciation and amortization 15,554 18,066 
Future income taxes 1,329 1,580 
Non-controlling interest - (50,034) 
Impairment in value of assets - 156,447 
Other items (410) 42 


S$ 21,362 S 137,724 


Changes in non-cash items 
Decrease (increase) in assets 


Accounts receivable S 4,449 Silane 
Investments in televisual products and movies 8,496 (2,487) 
Inventories and prepaid expenses 4,718 1,714 
Increase (decrease) in liabilities 

Accounts payable (14,103) (le 
Rights payable (1,477) 9,739 
Current income tax assets and liabilities 4,523 _ 
Other (688) (585) 

$ 5,918 S 33,073 

Interest paid S 4,628 Sy 8258 
Income taxes paid 12,417 23,692 


9.Accounts receivable 


December 31, August 26, 


2002 2001 
Trade accounts S 89,269 S 76,928 
Tax credits receivable 7,718 20,209 
Current income tax assets 15,508 8,212 
Future income tax assets 9,091 SOV All 


S$ 121,586 S 109,026 
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2002 2001 
Programs produced and in progress S 3,178 S 6,647 
Productions in progress - 5,145 
Broadcast rights 49,193 49,075 
Distribution rights 9,333 9,712 
61,704 70,579 
Less current portion 52,371 60,867 
Long-term portion S 9,333 Soh? 


11.Investments 


December 31, August 26, 


2002 2001 
Companies subject to significant influence 
Télé Inter-Rives Ltée, 45 % interest S 4,901 S404 
9085-3011 Québec Inc. (a) 2,868 8,207 
Other investment (25) (124) 
7,744 a tea! 
Other investments, at cost: 
Term loan (b) 3,494 4,193 
Note receivable from 9085-3011 Québec inc. (a) 8,500 8,500 
Portfolio investments 2,902 2,496 


S$ 22,640 Se 2t23 


(a)9085-3011 Québec inc. is a company 50% owned by TVA Group Inc. and 50% owned 
by companies under common control. 9085-3011 Québec inc. has a 22.4% in 
Netgraphe Inc. The note receivable bears interest at prime rate plus 4% and is payable 
on demand. 


(b)The term loan of $3,494,000 bears interest at the rate of 8% since August |, 2001 (6% 
before that date) and matures on August 1, 2007. 


The fair value of other investments is comparable to their carrying value. 


12.Fixed assets 


December 31, 


2002 

Accumulated Net book 

Cost depreciation value 

Lands S 3,168 S = S 3,168 
Buildings 61,933 36,444 25,489 
Equipments 145,995 106,723 39,272 


S 211,096 S 143,167 S$ 67,929 
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12.Fixed assets (continued) 


August 26, 

2001 

Accumulated Net book 

Cost depreciation value 

Lands Ses 235 S = Sm235 
Buildings 62,891 B20 29,371 
Equipments 140,185 96,504 43,681 
S 206,311 S 130,024 S 76,287 


In 2001, accumulated depreciation includes an amount of $2,967,000 to adjust for net 
realizable value of a subsidiary's fixed assets. The buildings include a property held for 
resale and certain fixed assets for an amount of $1,335,000 including an impairment 
provision of $1,537,000. This property was sold during the year 2002. 


13.Other assets 


December 31, August 26, 


2002 2001 
Future income tax assets - long-term portion S 8,079 S 4,763 
Accrued benefit assets 3,864 3,970 
Deferred financing charges 1,376 316 
Start-up costs for the specialty channels 3,020 1,343 


S$ 16,339 S 10,392 


14.Bank indebtedness 
December 31, August 26, 


2002 2001 
Demand bank loan (a) S - S 30,309 
Demand bank loan (b) - 2,431 
Bank term loans (c) 1,837 2,328 


$ 1,837 S 35,068 


(a) Demand bank loan 


During the year, the Company repaid this loan. It was the debt of TVA International Inc. 
which consisted of a demand bank loan of a maximum of $37,500,000 bearing interest 
at varying rates (8.5% as at July 31, 2001). The loans could be Canadian dollar advances 
based on the prime rate or American dollar advances based on the prime rate. 


The bank loan was secured by a hypothec on the universality of movable and immov- 
able, tangible and intangible, current and future property of TVA International Inc. 
other than those excluded from the agreement. 


(b) Demand bank loan 


During the year, this loan was totally reimbursed. This demand bank loan was bearing 
interest at the prime rate plus 0.75% (rate of 6.75% as at July 31, 2001) and was secured 
by a movable hypothec on the universality of tangible and intangible, current and 
future property of a subsidiary of TVA Acquisition Inc. specifically excluded from the 
above-mentioned (see note 14 (a)). 


14.Bank indebtedness (continued) 


(c) Bank term loans 


The Company has signed different term loans to finance foreign accounts receivable. 
These loans bear interest at rates based on EURIBOR (6.25% as at December 31, 2002 
and 6.95% as at July 31, 2001) and are maturing no later than January 2003. These loans 
are secured by a collateral security on tangible and intangible, current and future items 
of productions. 


15.Accounts payable 


December 31, August 26, 


2002 2001 
Trade accounts payable and accrued liabilities S 73,279 S 75,475 
Current income tax liabilities 2,139 1,741 
Deferred revenues 5,766 3,627 
Deferred credits (note 5) 6,981 ~ 


S 88,165 S 80,843 


16.Long-term debt 
December 31, August 26, 


2002 2001 

Revolving-term bank loan S 51,220 S 53,875 
Other loans, payable until 2006, bearing interest 

at varying rates from 0% to 8.25% = 1,935 

; 51,220 55,810 

Instalments due within one year - 1,935 


$ 51,220 S 53,875 


During the year, the Company has reached a new credit agreement consisting of a 
revolving-term bank loan of a maximum of $135,000,000 ($90,000,000 in 2001) bearing 
interest at floating rates based on Bankers’ Acceptances rates or bank prime rate. As 
at December 31, 2002, the borrowed amount includes $44,820,000 ($49,825,000 in 2001) 
of banking acceptances, bearing interest-at a rate of 2.81% (4.14% in 2001) and $ 
6,400,000 ($4,050,000 en 2001) of lines of credit advances, bearing interest at a rate of 
4.5% (6% in 2001). The loan is payable in full on February 11, 2005. 


The revolving-term bank loan is secured by a hypothec for $230,000,000 ($120,000,000 
in 2001) on the universality of the Company's movable and immovable, tangible and 
intangible, current and future property. 


Under the credit agreement, the Company is subject to certain covenants, including 
maintaining certain financial ratios. As at December 31, 2002, the Company is in com- 
pliance with these covenants. In addition, the Company is limited with regard to 


amounts for the acquisition of fixed assets, investments, dividends and other pay- 
ments to shareholders. 


The fair value of the bank loan is equivalent to the book value as at December 31, 2002 
and August 26, 2001, because it bears variable-rate interest. 


As at December 31, 2002, the Company has outstanding letters of credit amounting to 
$486 000. 
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17.Capital stock 


Authorized 


An unlimited number of preferred shares, non-voting, non-participating, with a par 
value of $10 each, issuable in series; 


An unlimited number of Class A common shares, participating, voting, without par 
value; 


An unlimited number of Class B shares, participating, non-voting, without par value. 
SE aL Se ASIN CY OE ey te he NSE OMI CRO TOR Rie CRW Sige DERE Tom 


December 31, August 26, 


2002 2001 
Issued and fully paid 
4,320,000 Class A common shares S 72 S 72 
29,552,897 Class B shares (30,108,997 in 2001) 146,858 149,619 


$ 146,930 S 149,691 


During the year, the Company issued 1,000 Class B shares (554,175 shares in 2001), 
following the exercising of share purchase options. 


Intent of repurchase in the normal course of activities 


During the year, the Company has filed notice of intent to repurchase for cancellation 
between June 3, 2002 and June 2, 2003, in the normal course of its activities, a maximum 
of 1,917,335 Class B non-voting shares - approximately 10% of the Company's out- 
standing Class B shares. The Company redeemed these Class B shares at market price 
at the time of purchase plus brokerage fees. On December 31, 2002, 557,100 shares were 
redeemed for cancellation for a cash consideration of $7,866,000. A total of 96,500 of 
these 557,100 shares redeemed were not cancelled on December 31, 2002. 


Executive Class B stock option plan for managers 


On October 18, 1999, the Company replaced the Class B stock option plan introduced 
in 1990 (hereafter the 1990 plan), except for options already granted but not exercised. 
For these options, the terms of the 1990 plan still apply. The 1990 plan had been 
created for certain designated executives. Under the plan, the subscription price for a 
Class B share covered by an option is equal to the average closing market price of the 
share during the last five days preceding the issue of the option. No option may be 
exercised before the second anniversary of the date the options were granted; as of that 
date, the options may be exercised on the basis of 25% of the shares involved annual- 
ly ("conventional options"). The term of the option is 10 years. During the year, the 
Company granted no conventional options under this plan. 


Under the terms of the plan, introduced for executives of the Company and its sub- 
sidiaries, the granting, terms and conditions of options granted are determined by the 
Company's corporate governance and human resources committee. However, the sub- 
scription price of each Class B share under an option cannot be less than the closing 
price on the stock market the day before the option is granted. Moreover, the duration 
of the options cannot exceed 10 years. A maximum of 1,400,000 shares will be reserved 
for the purposes of the plan. During the year, the Company did not grant any Class B 
stock options (none in 2001) whose exercise depends on the performance of the Class 
B share price on the stock market over periods lasting until 2010 ("performance 
options"). In addition, the Company granted 60,000 stock options (110,000 stock 
options in 2001) exercisable on the basis of 25% of the shares involved annually ("con- 
ventional options"), as of the second anniversary of their granting date. 


The following table provides a summary of the situation as at December 31, 2002 and 
August 26, 2001 of the conventional options and any changes that occurred during the 


years then ended: 
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17.Capital-stock (continued) 


Executive Class B stock option plan for managers (continued) 


December 31, August 26, 

2002 2001 

Weighted Weighted 

average average 

exercise exercise 

Conventional options Shares price Shares price 
(in dollars) (in dollars) 

Outstanding, beginning of year 378,050 S 17.86 900,725 S 11.34 
Granted 60,000 10.82 110,000 14.40 
Exercised (1,000) 6.88 (554,175) 6.16 
Expired (90,000) 21.65 (78,500) 18.51 
Outstanding, end of year 347,050 S 15.69 378,050 S 17.86 
Exercisable, end of year 219,550 $ 17.55 278,050 S 19.24 


Options outstanding 


Options exercisable 


Number of Number of 

options Weighted options 
outstanding average Weighted exercisable Weighted 
as at remaining average as at average 
Exercise price | December 31, contractual exercise December 31, exercise 
range 2002 life price 2002 price 
(in dollars) (years) (in dollars) (in dollars) 
$3.43 to $5.14 1,800 2.64 S). Beats 1,800 S 3.58 
SB aie: SET 7,000 4.42 6.88 7,000 6.88 
$7.73 to $11.59 70,000 7.03 * 10.83 10,000 10.87 
$11.60 to $17.40 141,250 7.03 13.80 73,750 13.62 
$17.41 to $25.50 127,000 7.34 21.14 127,000 21.14 

347,050 219,550 


The following table provides a summary of the situation as at December 31, 2002 and 
August 26, 2001 of performance options and any changes that occurred during the year 
then ended: 


December 31, August 26, 
2002 2001 
Weighted Weighted 
average average 
exercise exercise 
Performance options Shares price Shares price 
(in dollars) (in dollars) 
Outstanding, beginning of year 90,000 $ 21.81 802,500 S 19.32 
Granted - - ~ - 
Exercised - - - - 
Expired (40,000) 25.50 (712,500 ) 19,00 
Outstanding, end of year 50,000 S 18.85 90,000 § 21.81 
Exercisable, end of year 50,000 S 18.85 90,000 § 21.81 
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17.Capital-stock (continued) 


Executive Class B stock option plan for managers (continued): 


Options outstanding Options exercisable 
Number of Weighted Number of 
options average options 
outstanding remaining Weighted exercisable Weighted 
as at contractual average as at average 
December 31, life exercise December 31, exercise 
Exercise price range 2002 (years ) price 2002 price 
(in dollars) (in dollars ) (in dollars) 
$18.85 to $25.50 50,000 1.80 S 18.85 50,000 S$ 18.85 


Moreover, when the conditions are achieved, a maximum of 200,000 additional Class B 
stock options will be granted on different dates until 2010 at exercise prices set at the 
time of granting. 


Class B stock option plan for executives and employees 


In 1998, the Company introduced stock options plans relating to 750,000 Class B shares 
for its executives and employees. The plans provide that participants can acquire 
shares under certain terms related to their salary. The shares can be acquired at a price 
equal to 90% of the average closing market prices. The plans also provide financing 
terms at no interest. During the year, no Class B shares (nil in 2001) were issued under 
the plans. The remaining balance which may be granted is 562,396 shares as at 
December 31, 2002 (562,396 in 2001). 


Deferred share unit plan 


During the year ended August 27, 2000, the Company introduced a long-term profit 
sharing plan for certain members of senior management. The deferred share units are 
redeemable (in cash or in shares or in a combination of cash and shares) only upon 
discontinuation of the participant's job. Under this plan, the maximum number of 
shares which can be issued is 25,000. During the year, the Company did not issue any 
units (none in 2001). 


Quebecor Media Inc.'s stock-based compensation plan 


On January 29, 2002, Quebecor Media Inc. (the parent company of the Company) estab- 
lished a stock option plan for officers, senior employees and other key employees of the 
parent company and its subsidiaries. Each option may be exercised within a maximum 
period of ten years following the date of grant at an exercise price not lower than, as the 
case may be, the fair market value of the common shares of Quebecor Media Inc. as 
determined by the Board of Directors of Quebecor Media Inc. (if the common shares of 
Quebecor Media Inc. are not listed on a stock exchange at the time of the grant) or the 
trading price of the common shares of Quebecor Media Inc. on the stock exchanges 
where such shares are listed at the time of the grant. Unless authorized by the 
Compensation Committee of Quebecor Media Inc. for a change in control transaction, 
no option may be exercised by an optionee if the shares of Quebecor Media Inc. have not 
been listed on a recognized stock exchange. At December 31, 2007, if the shares of 
Quebecor Media Inc. have not been so listed, optionees will have until January 31, 2008 
to exercise their rights to receive in cash the stock appreciation of their options. Except 
under specific circumstances and unless the Compensation Committee of Quebecor 
Media Inc. decides otherwise, options vest over a five-year period in accordance with one 
of the following vesting schedules as determined by the Compensation Committee of 
Quebecor Media Inc. at the time of grant: (i) equally over five years with the first 20% 
vesting on the first anniversary of the date of the grant, (ii) equally over four years with 
the first 25% vesting on the second anniversary of the date of the grant, and (iii) equally 


17.Capital-stock (continued) 


Quebecor Media Inc.'s stock-based compensation plan (continued) 


over three years with the first 33% vesting on the third anniversary of the date of the 
grant. All options outstanding as of December 31, 2002 were granted to senior execu- 
tive officers of the Company during the year ended December 31, 2002. No option is 
vested at the end of the period. During the year ended December 31, 2002, no option 
has been cancelled. 


The following table provides summary information regarding outstanding options 
granted to the Company's top management, executive employees and other key 
employees, as at December 31, 2002: 


Outstanding options 


Weighted 

average 

years 

Exercise price Number to maturity 
(in dollars) 

$0.231 6,006,500 9.2 years 


Earnings per share 


The following tables provide calculation for basic and diluted income (loss) per share, 
and calculation for basic and diluted income (loss) adjusted per share: 


December 31, August 26, 
2002 2001 
(16 months) (12 months) 
Net income (loss) S 63,201 S (121,362) 
Weighted average number of shares 
outstanding 34,336,013 34 214,809 
Effect of dilutive stock options 12,373 142,378 
Weighted average number of diluted shares 34,348,386 34,357,187 
Net income (loss) basic and diluted 
per share (in dollars) S 1.84 Sa ee(385D) 
Basic 
In thousands and diluted 
of dollars Per share 
(in dollars ) 
December 31, August 26, December 31, August 26, 
2002 2001 2002 2001 
(16 months ) (12 months ) (16 months ) (12 months) 
Net income (loss) S 63,201 S (121,362 ) S 1.84 Si) 
Amortization of goodwill - 3,876 - On 
Amortization of licences - 235) - 0.07 
Net income (loss) adjusted S 63,201 SiC els 5e) S 1.84 S (3.37) 


18.Tax credits and government aid 


Included in income are amounts for assistance totalling $2,513,000 ($9,242,000 in 2001), 
which represent $964,000 ($7,851,000 in 2001) in the form of refundable tax credits, nil 
($1,391,000 in 2001) for production financing and $1,549,000 for writing aid. Government 
assistance in the amount of $4,454,000 ($5,293,000 in 2001) was applied against production 
expenses, being $2,602,000 ($3,574,000 in 2001) in refundable tax credits and $1,852,000 
($1,719,000 in 2001) for production financing. 
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19.Pension plans and other retirement benefits 


Information about the Company's defined benefit plans, in aggregate, is as follows: 


December 31, August 26, 
2002 2001 
Pension Other Pension Other 
plans plans plans plans 
Accrued benefit obligations 
Balance at beginning 
of year S 101,559 S 1,073 S 94,676 S 1,089 
Current service cost 2,506 - 1,92] - 
Interest cost 9,304 71 6,988 5) 
Plan modification 3,218 163 6,008 ~ 
Benefits paid (10,264 ) (112) (5,562 ) (71) 
Actuarial loss (gain) - 340 (2,472 ) ~ 
Assumption modification (6,077 ) - — = 
Balance at end of period S 100,246 S$ 1,535 S 101,559 SMO 
December 31, August 26, 
2002 2001 
Pension Other Pension Other 
plans plans plans plans 
Plan assets 
Fair value of plan assets 
at beginning of year S$ 110,868 S- $ 110,215 g= 
Actual return on plan 
Assets 86 - 4,435 = 
Employer contributions 2,793 = 1,051 - 
Plan participant's 
contributions 887 - 729 = 
Benefit paid (10,264) - (5,562 ) — 
Fair value of plan assets 
at end of year S 104,370 S= S 110,868 — 
December 31, August 26, 
2002 2001 
Pension Other Pension Other 
plans plans plans plans 
Excess of fair value of plan 
assets over benefit 
obligations at end of year $ 4,124 S (1,535) S 9,309 S (1,073) 
Unamortized past service cost 5,676 121 5,654 = 
Unamortized net actuarial loss 6,131 340 et = 
Unamortized transitional 
obligation (asset) (7,154) 750 (7,823 ) 909 
Accrued benefit asset (liability) 8,777 (324) 8,357 (164) 
Valuation allowance (4,913) = (4,387 ) = 
Accrued benefit asset 
(liability), net of valuation 
allowance S 3,864 S (324) S 3,970 S (164) 
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The components of the Company's benefit plan expense are as follows: thousands of dollars.) 
December 31, August 26, 
2002 2001 
(16 months ) (12 months ) 
Pension Other Pension Other 
plans plans plans plans 
Current service cost S 1,619 S - S 1,192 S = 
Interest cost 9,304 71 6,988 5D 
Expected return on plan assets (10,758 ) = (8,124 ) = 
Amortization of past service cost 3,322 44 354 = 
Amortization of transitional 
obligation (asset) (669 ) 109 (502 ) 180 
Change in valuation allowance 81 - 1,180 - 
Amortization of net actuarial 
loss - 49 - _ 
Benefit plan expense S 2,899 S 273 S 1,088 S 235 


The significant actuarial assumptions adopted in measuring the Company's accrued 
benefit obligations at the end of year 2002 and 2001 are as follows: 


December 31, August 26, 
2002 2001 
(16 months) (12 months) 
Discount rate 6.75% 7.00% 
Expected long-term rate of return on plan assets 7.75% 7.50% 
Rate of compensation increase 3.25% 4.00% 


For measurement purposes, a 9 percent annual rate of increase in the per capita cost 
of covered health care benefits was assumed for 2002 and 10% in 2001. The rate was 
assumed to decrease gradually to 5 percent over a ten-year period and remain at that 
level thereafter. 


For the sixteen-month period ended December 31, 2002, the total expense for the 
Company's defined contribution pension plans is $3,320,000 and was $2,462,000 for the 
year 2001. 


20.Related party transactions 


During the sixteen-month period ended December 31, 2002, the Company concluded 
the following transactions with related companies in the normal course of its opera- 
tions. Amounts of transactions with related companies are determined on the basis of 
contracts signed between the parties and in which the value of services rendered was 
determined at the exchange value. 


The Company paid management fees to the parent company in the amount of 
$1,867,000 ($1,100,000 in 2001). 


The Company has a policy of providing airtime, selling programs and offering technical 
production and postproduction services to companies under common control at mar- 
ket value. The Company sold airtime and leased production and postproduction tech- 


nical services amounting to $19,760,000 ($10,192,000 in 2001) to companies under 
common control. 


The Company received information systems, communications, access rights and print- 
ing services for a total amount of $36,978,000 ($19,966,000 in 2001) from companies 
under common control. 
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20.Related party transactions (continued) 


As of December 31, 2002, the Company has accounts payable due to related companies 
for a total amount of $3,782,000 ($2,546,000 of account receivable in 2001). 


21.Commitments and contingencies 


The Company is committed under operating leases, mainly for services and office space 
and also for distribution and broadcasting rights, which call for total payments of 
$40,284,000 until 2011. The minimum payments for the coming years are as follows: 


2003 Sule 322 
2004 8,63] 
2005 “hy 
2006 3,086 
2007 2,414 
2008 and thereafter 8,314 


In the normal course of its operations, various lawsuits and claims are pending against 
the Company. It is the opinion of management that final determination of these claims 
will not have a material adverse effect on the financial position or results of the 
Company. 


Effective September 3, 2002, TVA Group Inc. (60 %) and a partner, Radio Nord 
Communications Inc. (40 %) entered into a agreement with Astral Media Inc. to acquire 
six AM radio stations in the province of Quebec (CKAC, CHRC, CHLN, CHLT, CJRC and 
CKRS) and one FM radio station in the city of Quebec (CFOM) for a total cash consid- 
eration of $12,750,000. The closing, subject to approval by the Canadian Radio- 
Television and Telecommunication Commission (CRTC), is expected to occur in 2003. 


22.Financial instruments 


Credit risk concentration 


The balance of accounts receivable is divided among various clients, principally adver- 
tising agencies and distributors. No amount receivable from one client is more than 
10% of accounts receivable. 


23.Segmented information 


The Company applied on a retroactive basis, changes in reportable segments determi- 
nation and in the presentation and measure of segment profit. The impact of these 
changes is the aggregation of the broadcasting and merchandising sectors and a 
change in the calculation of segment profit, which is now the operating income before 
depreciation, amortization, financing expenses and other items. 


The Company's operations are composed of the following sectors: 


The television segment, includes the activities of the TVA Network, specialized channels, 
analogical and digital, the production firm, JPL Production Inc., and merchandising. 


The production and distribution segments, include the activities of TVA Acquisition 
Inc., a company involved in producing and distributing televisual products and movies; 
this segment is now focussing only in distribution of televisual products and movies. 


The publishing segment, includes the activities of TVA Publishing Inc. and TVA 
Publishing II Inc., two French-language magazine publishers specializing in arts and 
entertainment, television, fashion, decoration and other. 


The unallocated items comprise the investment in 9085-3011 Quebec Inc. and the elimi- 
nation of intersegment transactions. 
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The reportable segments determined by management are strategic operating units that thousands of dollars.) 
offer various goods and services. They are managed separately, because, among other 
reasons, each segment requires different marketing. 


The segments’ accounting policies are the same as those followed by the Company as 
a whole (see note 2). 


The following tables include information on the consolidated statements of income, as 
well as information on assets: 


December 31, 
2002 
(16 months) 


Unallocated 
Television Publishing Distribution items Total 
Operating revenues S 321,103 S 81,836 Sy ake VSS: S (2,500) $ 439,194 
Operating, selling and 
administrative expenses 233,801 61,521 38,755 (2,500) 331,577 
Operating income before 
depreciation, amortization 
financing expenses and 
other items S 87,302 S20315 - - S 107,617 
Acquisition of fixed assets S$ 6,384 $9 15363 - = Su Bia7 
Goodwill Se ibD S 68,320 - - S 70,075 
Total assets S 303,810 S 91,234 S 25,924 $11,368  $ 432,336 
August 26, 
2001 
(12 months ) 
Production 
and Unallocated 
Television Publishing _ distribution items Total 
Operating revenues S 226,768 S 47,156 S 74,601 S (3,873) $344,652 
Operating, selling and 
administrative expenses 167,630 39,197 71,148 (3,873) 274,102 
Operating income before 
depreciation, amortization 
financing expenses and 
other items S 59,138 S 7,959 S 3,453 - S 70,550 
Acquisition of fixed assets $ 6,878 Se o4 $714 BAS NISC 
Goodwill S I 2D) S 33,457 - — Sees ie 
a SS ES IS Ee es ee ee 
Total assets Seo Del 5 $ 50,394 S 66,618 $16,707 S$ 408,870 


24.Comparative figures 


Certain comparative figures have been reclassified to conform with the presentation 
adopted in the current year. 


FINANCIAL INFORMATION PER PERIOD 


Income summary 2002 2002 
CONSOLIDATED INCOME PER PERIOD * First Second Third Fourth Fifth Total 
(in thousands of dollars, except for amounts pertaining to shares) period period period period period 
(4 months ) (3 months ) (3 months ) (3 months ) (3 months ) (16 months) 
(Dec. 31 ) (March 31 ) (June 30 ) (sept. 30 ) (Dec. 31 ) 

Operating revenues S 115,839 S$ 77,316 S 80,625 S 68,148 $97,266 S$ 439,194 
Operating income before depreciation, amortization, 

financing charges and other items 28,719 13,320 21,732 13,012 30,834 107,617 
Net income 10,833 6,530 11,991 6,792 27,055 63,201 
Net income per share OESH 0.19 0.35 0.20 0.80 1.84 
Cash flows provided by current operations 19,822 9,956 14,908 rors 28,864 84,563 
Cash flows provided by current operations per share 0.58 0.29 0.43 0.32 0.85 2.46 
Weighted average number 

of shares outstanding (in thousands) 34,429 34,429 34,429 34,406 34,023 34,336 
Stock price at the Toronto Stock Exchange 

High Saeenis.95 S 1350 So als Sy 5140 Se 25 

Low S 8.07 S 10.80 S 13.00 Sa 220 Sy AAO) 

Close S 10.80 Be Sy 14:20 S25 Sy ES 
*Retail seasonal variations influence TVA’s financial results, as demonstrated by the above figures 
Income summary 2001 2001 
QUARTERLY CONSOLIDATED INCOME * First Second Third Fourth Total 
(in thousands of dollars, except for amounts pertaining to shares) quarter quarter quarter quarter (12 months ) 

(Nov. 26) (february 25 ) (May 27) (August 26 ) 

Operating revenues S 106,853 S 76,093 S 93,876 S 67,830 S 344,652 
Operating income before depreciation, amortization, 

financing charges and other items 22,714 11,011 26,114 10,711 70,550 
Net income (loss) (36,381 ) 2,306 10,603 (97,890 ) (121,362 ) 
Net income (loss) per share (1.07 ) 0.07 0.31 (2.84 ) (3.55 ) 
Cash flows provided by current operations 11,781 5,512 15,380 (16,311 ) 16,362 
Cash flows provided by current operations per share 0.35 0.16 0.45 (0.47 ) 0.48 
Weighted average number 

of shares outstanding (in thousands) 33,892 34,143 34,402 34,422 34,215 
Stock price at the Toronto Stock Exchange 

High 624215 Ss) 7 le S Wa Se L700 

Low Ss W-5i0) SPOS S20 S 12.90 

Close SL ey 0) S 14.00 Salb.50 5) 1183 510) 


*Retail seasonal variations influence TVA's financial results, as demonstrated by the above figures 


SIX-YEAR REVIEW 


Consolidated results 2002 2001 2000 1999 1998 1997 
(in thousands of dollars) (16 months ) 
Operating revenues S 439,194 S 344,652 S 289,288 S 239,051 S 212,784 S 196,889 
Operating, selling and administrative expenses 331,577 274,102 226,475 175,249 157,292 154,415 
Operating income before depreciation, amortization, 

financing expenses and other items 107,617 70,550 62,813 63,802 55,492 42,474 
Depreciation and amortization 15,165 14,190 11,414 11,341 10,224 11,393 
Financing expenses 2,693 9,498 4,434 1,783 2,545 4,703 
Other items 2,396 183,949 (9,867 ) - (ati26n) - 
Income (loss) before income taxes, non-controlling 

interest and equity in income of companies subject 

to significant influence 87,363 (137,087 ) 56,832 50,678 43, 849 26,378 
Income taxes 19,273 18,810 21,884 20,390 18,150 10,659 
Income (loss) before non-controlling interest and equity 

in income of companies subject 

to significant influence 68,090 (155,897 ) 34,948 30,288 25,699 15,719 
Non-controlling interest (50,034 ) CORLOZ) - - = 
Equity in income of companies subject 

to significant influence 4,889 11,623 (5,805 ) (181 ) (111 ) (76) 
Income (loss) before amoritzation of goodwill 63,201 (117,486 ) 41,860 30,469 25,810 15,795 
Amortization of goodwill - 3,876 1,653 80 - 120 
Net income (loss) S 63,201 (S 121,362) S 40,207 S 30,389 S 25,810 Si 12675 
Financial data and ratios 2002 2001 2000 1999 1998 1997 
(in thousands of dollars, except for amounts 
pertaining to shares) (16 months) 
Cash flows prodived by current operations S 84,563 S 16,362 S 38,417 S 43,887 Sm os4 S 23,406 
Acquisitions of fixed assets (7,747) (7,786) (12,856 ) (15,472 ) (13,815 ) (13,977 ) 
Fixed assets 67,929 76,287 84,805 Woale2 65,915 59,249 
Total assets 432,336 408,870 582,409 259,778 238,868 231,795 
Long-term debt : 51,220 53,875 112,451 19,599 10,636 30,896 
Shareholders’ equity 218,628 169,097 321,618 168,578 139,101 112,270 
Debt ratio 19% 24% 26% 10% 7% 22% 
Per share ; 

Net earnings (loss) S 1.84 (S 3.55) S 1.31 S 1.06 S 0.90 ) 0.55 

Cash flow prodived by current operations S 2.46 S 0.48 S 1.26 S 1.53 S 1.39 S 0.82 

Book value per share S 6.45 S 4.91 S 9.49 S 5.86 S 4.85 S 3.93 
Market share evolution (Province of Quebec francophone market) 
(Monday to Sunday, 6 a.m. to 2 a.m., BBM, All 2+) 2002 2001 2000 1999 1998 1997 

(16 months ) 

Spring / Fall (%) FO2 S02 FOl SOl FOO S00 F99 S99 F98 S98 F97 S97 F96 
French-language stations 

TVA Network 36 3635 36 37 36 38 40 40 38 41 38 40 

CBC 17 18 20 19 20 2 22 eile ben eee) 24 24 

TQS Network 14 15 14 14 14 [3ee2 Malle Dies. 11 10 

Télé-Québec 3 3 2 2 2 2 l | 2a ee 
English-language stations 4 4 4 4 Aes 3 4 4 4 4 
American stations 2 23 3 33 3 4 3 4 
Specialty and pay TV channels 19 lames 19 17 16 14 13 13 14 13 12 Sie 
Others 5 5 5 cee &} > 5 p) 
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